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RsMoi^ European 
toiigb tine on stocks bit 


san 




against irag for year 


Sanctioos must be mabltsfln&X . j 
gj g^ jp s t Jraq^as long esP^aS-,'" ~ 
Aw t Sartifam H nssrin faUsto " 
comply fufly with United' ~ : ; 
Nations ceasefire terais, the ' 
Security Ceundl agreed. . 

. During the firetmfl-scale 
reviewofsfedtuatiDnfiQ days 
■ afty t b^ fri M y' e w ^ T1 g *hg Golf 
warwgntinto effect, western 
members of the council, voiced 
concern thatlraqi fbrces-migijt 
be preparing anoffoqr 1 ^' 

a gtirKd Stria Mnstoy i 
waohave : 

south oT the coontfy. 

. \!ftforan radio said that, 

WOJOOO Iraqi troops were pre 1 
; paring airaUkmt offensive 
agmnst hundreds of thousands 
afShia refugees. Fage 5 . 

Mubarak mms Shamir 

Egypt’s president Hosm ; 
Mubarak accused Israel's ■ 

prime minuter YHahak Shamir 
oT undermining current Middle 
Bast peace efforts and 
described his attitude as 
-shocking". Page s 

Major hi Europe move 

Bri tish primp miniatw J ohn . 

Major confirmed that he expec- 
ted to sign a_ compromise deal-, 
on a single European currency, 
frnt offered fhfr awH Jy Moi»^Hg+ ’ 

wing of his party some tough 
wends on the jpace of integra-. .. 
tton. Page 6; EC legal stakes, ' 
Page 4: .. . 

‘Death blow 1 to apiirtheid 

The Sooth African government 
presented a; bffi which it arid 
would deal a *d«ith btow^tb 
apartheidhy repealtog thePop- 
: olatinri Registration Act,' the 
last remaimhginBar of apart= - ■ 
heid.Butheleti denies urns ' 
al l eg a ti on s, Page 5 

CMBant abcn dead - • 

Indian .security forces shot , 
dead 17-dvfflansin central Sri- 


EtJROPE AS STOCKS hit new 


Wall Streef&flrm opening. 

In Paris, foreign buying also 
helped pwtflip the CAC 40 
index ty3&56 to a new 1991 

high tfjrabBL' FrankfUrtatoo 
“ft highs, with the ' 
BAX dfi^fpglO A8 stronger 

at 


FT-S^jOP Index 



- London stocks neared record 
levels, gaining 30.7 points to • 
a FT-SE 100 share index close 
of 2542.6. Shares were boosted 
by persistent hopes of an early 
cut in UK base, rates - a pros- 
pect dampened by the Bank 
of England. Bourses, Page 42; 
London stocks,:Page 31; Lex, " 
Page 18 ; Hopes of early UK 

rate cut tdasbed, Page 18 

TATE & LYLE of the UK, 
-world’s biggest sweeteners 
group, looks set to modify its 

hostile A*325m(|249m) bid 
finr-Bundabecg Sugar of Austra- 
lia. alter theoounbx’s foreign 
investment authorities 
approved the offer. Page. 18; 

. &&titatlanrtbatfle, ahead. 


secessionist militants, wfls 
nesses said. Indian election 
resumes. Paged ;• 


The White House saJtffhcffe 
was little chance of reaching 
a US-Sovtet pact to cub . ' - - 
long-range nuclear arseuab-. - . 
beforenudsuminer. tart offi- 
cials, insist there to no link ' v 
between thcae talks and Mik- 
hail Gorbachev's appeals for 
economic aid. Moscow pressed 
to IraUd privatesecterecon- ■ 
any. Page 18 . 


NocotlnUK 

The Bank nfRngiand quashed 
mar ket hopes of an early cut - 
In UK interest rates even ' ; 
though official figures showed 
a dng> in the rate of underiy- . 
ing inflation. PagelS . 

CaH foe s|M>cttl powers' 

Poland's president Lech Wal-~ . 
esahas called on parliament 
to give fiw government special 
legislatiyepowersfora year L . 
to “regskte econ omi c wit- 
ters". Page 4 ■ 

Spanish targets bombed 

Bombs rocked Erumfsfr targets 
in the northern ltaUameStfes . 
of Milan and Bologna, injuring 
four pniifom wi and causing 
he^ damage^ .. > . _ . 

Volc a no warning - 

Mount Omwof In southern,- - 
Japan spewed out more scotch- 
ing volcanic earns; arises and 
rocks, and scientists warned 
the mountofo jnight be broM-. 
ing up for a gigantic exidosion. 

Fremcfeairstrflce 

Air traveBers in Europe fern 
- cancellations end delays today 
hocanserif AM-hour wage • • 
strike by French air traffic can- . 
trrilers.TWA staff In Death- • - 

rowstrikethreat,Page7 - 

Worfc art *to® urfy" 

The Dutch parHament told an 

RaiiajvGreek artist to lake 
back his modem sculpture . 
celebrating democracy because 
ftwas tbougly.' A uwjotfly 
ofme«jbers of parliament .. 

dK^£dtbri:IaijisKotmelis’ 
cast irimiedl&e tapped with 
apitoofcoalMled dismally 
etasrodtafart •' 
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LVMB Modi Hennessy Lords ^ 
Fqtttan, French luxury goods 
maker, said it would buy tipi 
to 23.4m shares in UKdrinfes 
group Uuiniiess to restore its : 
stake to 24 per cent, the level 
^ agw o d h» 4h rir awas-hgldiig. - 
furangritteort page *7r Lbk, 
Pagei8 " 

VftLVO, Swedish ca r maker. 

' tarmdteda newraugeafblg 
fomQy cars - the result of a 
SRriSbn (* 2 ara)iaTCstjiient ' 
Page 19. 

NIPPON Credit Bank of Japan 
is settingup alrasiiig company 
in China in partnership with 
Chinese and South Korean 
■financial concerns. Page 2 

■TELECOM Corporation of New 
Zealand beat its forecast with 
annualjkofits a£NZ$332m 
. (819Sm). The company, owned 
by Anwritech and Bell Atlan- 
tte. was poised to release 
details of ib pubbe flotation. 
Page 23 - - - 

WINTERTHUR, Swiss insur- 
ance group, saw net earnings 
drop 9 A per cent last year to 
SPr23&Bm ($lS7m) but expects 
profits to grow again in l99L 
P»«e20 

MEXICO has sold the first of 
18 state banks to be privatised. 
A Mexican financial group paid 
8203.7m for Multibanco Mer- 
eantiL Page 24 , . 

H4RY Group, token private, 
at the height (rf the property 
boom in a hi^ily leveraged 
£3t4m: deal, agreed a restruct- 
nringpadcage.Pagel9 

GLAXO HOLDINGS, Britain's 
b%gest phannacaUicala ’group, 
to poised to sell a penicillin > 
pan in northern England to 1 
' Taiwan’s China Synthetic Rub- 
ber Company. Page 18 

FYFEES, Irish-based fniit 
importer, to launching a rights 
issue aimed at rasing TE60m . 
CESOAm) for acquisitions- Page 
26; Lex, Page 18 

SD-Scicon, imtependent UK 
compeer services company 
fighfinga hid from Cray Etec- 
tomics, received a 45pa share 
- aH cash counter-offer from. 
General Motora subsidiary. 
Ete*ronic Data Systans, valu- 
ing SUScicon at £U6m. > 
■©W^nJPage'-lSjXex, 

PagelS 


Bundesbank warns 
oyer speed of move 
to single currency 


By David Marsh in Frankfurt 

GERMANY " further toughened 
Its stance on European mone- 
tary union yesterday as Mr 
Hans Tietmeyer, vice-president 
designate of the Bundesbank, 
issued an uncotnpromiBing call 
against premature moves to 
abandon sovereignty over the 
D-Mark. 

Germany needed to maintain 
“manoeuvring room" and an 
“independent” policy oh the 
D-Mark at least for several 
years because of the “difficult 
situation” after German unity, 
Mr Tietmeyer told an economic 
seminar in Frankfurt 

Although more outspoken 
than officials in Bonn, Mr Tiet- 
meyer’s views are broadly in 
line with the position taken by 
Mr Helmut Kohl, the German 
chancellor; and Mr Theo Wai- 
gel, the fhwTir«p. minister. 

At present director for inter- 
national monetary affairs at 
the central bank, Mr Tietmeyer 
is emerging as the country’s 
pivotal figure over Emu negoti- 
ations in the wake of the resig- 
nation of Mr Karl Otto Pohl, 
the Bundesbank president Mr 
Tietmeyer takes over as deputy 
to Mr Helmut Schlesinger 
when Mr POhl steps down at 
the end of next month. 


Mr Tietmeyer warned 
against “political pressures” 
from EC partners trying to 
push Germany into early deci- 
sions on a single European cur- 
rency. He critictoed British and 
French refusal so for to make 
their central banks indepen- 
dent - although he did not 
mention France by name. 

He said the problems of 
restructuring the east German 
economy, partly exemplified by 
the German trade deficit in 
April, increased the Bundes- 
bank’s responsibilities to main- 
tain the D-Mark as the strong 
“anchor” in Europe. 

He said be remained in 
favour of European economic 
integration. But he warned 
that Germany would, through 
a move to Emu. “lose a lot, 
namely one of the most suc- 
cessful and best monetary con- 
stitutions in the world”. 

By spelling out what Ger- 
many would lose through Emu, 
Mr Tietmeyer yesterday 
breached an unwritten taboo 
among German politicians and 
officials, who normally talk of 
monetary union in terms of 
what Europe would gain 

Although Mr Pohl and Mr 
Tietmeyer agree on the basic 


stakes involved in Emu, Mr 
Tietmeyer’s outspoken public 
comments underline the fact 
that the central bank to likely 
to become even less concilia- 
tory under the new leadership. 

Emu involved a transfer of 
monetary sovereignty towards 
Europe, Mr Tietmeyer said. By 
contrast, under German mone- 
tary union last year, the Bund- 
esbank extended its sover- 
eignty to the territory of the 
former East Germany. 

In another departure from 
usual rhetoric, he said that 
"German unity should not slow 
down the European unity pro- 
cess. But it should also not 
speed up the tempo." 

Taking issue with arguments 
sometimes heard in France, he 
said it was “problematic'’ for 
other countries to urge Ger- 
man support from “ambitious 
currency projects” in return 
for their help in securing Ger- 
man reunification. 

Mr Tietmeyer also said that 
formation of a common pool of 
capital in a united currency 
area would enable countries 
with high budget deficits to 
finannw shortfalls free of inter- 
est rate and currency risks. 
Major to compromise. Page 6 


Slower Japanese growth 
raises rate cut speculation 


By Stefan Wagstyl in Tokyo 

'THE JAPANESE financial 
authorities yesterday wel- 
comed indications that the 
country's economic growth 
was starting to slow, a trend 
which should, allow. them 
greater scope In interest \riate 

^w^Vgrowth still at a high 
level, however, the signals 
were that an early and sub- 
stantial cat in rates may not 
occur. This in turn could stem 
a destine in the yen, which lias 
weakened against the dollar 
recently. 

Officials have been con- 
cerned that the yen's down- 
ward drift might increase the 
risk of inflation. It could also 
fuel exports, leading to 
renewed tension with the US 
and Europe over trade imbal- 
ances. 

An influential survey pub- 
lished yesterday by the Bank 
of Japan showed that domestic 
business confidence had 
declined slightly since the end 
Of the Gulf war, aTthnngh it 
remained high. 

The findings of the quarterly 
economic report were echoed 
in a speech delivered yesterday 
by Mr Yasuahi MIeno, the cen- 
tral bank governor, who said 
the recent deceleration in 
growth was a positive develop- 
ment 

He added that the Bank of 
Japan would continue to moni- 


tor the effects of past monetary 
policy - suggesting that he 
saw no reason to cut interest 
rates in the immediate future. 

Earlier yesterday, Mr Ryu- 
. .taro Hasbimoto, the. finance 
minister, ' said the economy 
'remained -strung bat was slow- 
ing. Mr Hashimoto, who like 
Mr Mieno was addressing the 
annual meeting of the Japan 
Bankers’ Federation, went on 
to note that prices had held 
generally stable but that the 
future trend of inflation 
required vigilance. 

In London trading the yen 
closed at. 141.1, a fell of 0.8 
against the dollar. 

The Tokyo stock market 
ended modestly firmer. It had 
declined steadily in recent 
weeks as investors’ hopes of an 
imminent relaxation in mone- 
tary policy were undermined 
by continuing evidence of 
strong growth in the economy. 
Yesterday the Nikkei average 
of 225 leading shares rose 64J21 
to 24.662JS9. 

Mr Kim Schoenholtz, an 
economist in Tokyo with Salo- 
mon Brothers, the US invest- 
ment bank, said the Bank of 
Japan report gave the central 
bank considerable leeway in 
deciding when to cut rates. 

Mr Takayuki Tanaka, an 
economist with Long-Term 
Credit Bank, said the Official 
Discount Rate might be cut in 


the next month or two - but 
only by half a point. 

The central bank survey 
showed that the index of confi- 
dence among manufacturing 
companies feu to 36 from .39 at 
the time of the last survey Di 
February. ' 

Small and medinm-sized 
companies reported a some- 
what greater decline in confi- 
dence, because they are more 
exposed than big groups to the 
twin pressures of high interest 
rates and labour shortages. For 
small and medium-sized manu- 
facturers, the index fell to 25 
from 29, and for non-manufac- 
turers to 23 from 25. 

Companies also increased 
their capital spending plans 
since the last survey. Large 
groups now plan to raise capi- 
tal spending in the finanriwi 
year beginning April by 7.1 per 
cent, compared with 1.1 per 
cent at the time of the Febru- 
ary survey. Small and medium- 
sized companies forecast a 83 
per cent decline - a sharp 
improvement on the 14JJ per 
cent cut predicted in February. 

The report showed that con- 
cern about shortages of labour 
and credit has eased very 
slightly since February, a sign 
of economic slowdown. But the 
differences were so small that 
central bank officials warned 
against exaggerating their 
importance. 


Bush bullish over US economy 


By Pater Ridded, US Editor, in Washington 


PRESIDENT Bush to “bullish" 
about prospects for the US 
economy, he told businessmen 
yesterday. While some sectors 
were still sluggish, on the 
whole a tumround “appears to 
be in the making, ” he added. 

There was reason to be opti- 
mistic, be said. “This recession 
has lasted perhaps longer than 
we would have thought.' It 
hasn’t been as deep as many 
had predicted. But I think 
things are looking much more 
promising.” 

Mr Bush was speaking as the 
US reported its first quarterly 
current account surplus for 
nearly nine, years. The surplus 
of tioittm fin: the -first quarter 
Mowed a deficit of $23.4bn In 
the previous three months. But 
it to exceptional, as a result of 


$22.7bn in contributions from 
foreign governments to the US 
costs of the Gulf war. Foreign 
countries have pledged a total 
$53 ^bn to finance the US-led 
war that ousted Iraq from 
Kuwait 

Even ignoring that item, the 
US trade position has improved 
because of a strong export per- 
formance and the impact of the 
recession on imports. The US’s 
. merchandise trade deficit was 
$L8.4bn in the January-March 

quarter, down from $27.7bn the 
previous quarter. 

But few economists expect 
the US to become a creditor 
nation any time soon, feced 
with a huge import bill for 
petroleum products and heavy 
imports of manufactured 
goods, especially from Japan. 


MARKETS 


They expect the trade gap to 
resume its upward climb as the 
economy improves, since that 
to likely to mean businesses 
and consumers will buy more 
foreign-made goods. 

Mr Bush noted that the May 
labour market report had 
shown more than a half of all 
industries had added to their 
payrolls last month. Industrial 
production has been rising, 
while the index of leading eco- 
nomic indicators had increased 
for three months. While not 
wanting to sound “euphoric 
because some people are still 
hurting in this country," he 
argued “things are beginning 
to move forward." 

Editorial comment. Page 16 
Ranh reform law. Page 3 


'Can Zimbabwe repay Its debts 

by economic Ipiprowemeitt? 

New credit terms have 
: put Zimbabwe In a. - 

position to exploit its 

natural strengths and 

resources, many anar 

-lysts believe. But Rob- 
ert Mugabe’s • 
economic track record 
. te-.inconsiatent and 

' misgivings persist 
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STERLING 

New Tor* lunchtime: 

$1,662 

London: 

$1,682 (1.6699) 
DM2945 (2^55) 
FFr9.9975 (10.0075) 
SFr2.515 (2525) 

Y234.5 (236.95) 

£ index 90.6 (90.8) 
GOLD 

New Yortc Comex Aug 
* (378.6) 

I AlW tlW 

$371.25 (37296)' 

N SEA OIL (Argus) 
Brent Jui 

$06,275) 


Chtef pries chances 
yvstaniay: Paft* 19 


DOLLAR 

New York lunchtime: 

DM1.7715 

FFr8.0065 

SFrl.5135 

Y141.1 

London: 

DM1.7725 (1.77) 
FFrfl.015 (5.9925) 

SFrl.5135 (L512) 

Y141.1 (141.9) 

S index 67.6 (67.7) 
Tokyo docs: Y141.35 
US luacJfHifM rate* 
Fed Funds 5ft 
3-mo Treesuty 8 IBs: 
yield; 5-744% 

Long Bond: 

96/* 

yield: 8.468% 


STOCK INDICES 
FT-SE 100: 

25428 (+30.7) 

FT Ordinary: 

1,991.1 (+26.7) 

FT-A All-Store: 
1220.12 (fl.1%) 
New Yortc lunchtime 
DJ Ind. Av. 

2,991.5 ( + 16.1) 

S&P Comp 
38066 (+229) 
Tokyo: Nikkei 
24,66259 (+6421) 
LONDON HONEY 

3-mon6i Interbank: 

1U»% (iHe) 

Lille long gut future: 
Sap 90^4 (same) 
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Former Soviet premier Nikolai Ryzhkov feels the strain 
during ramipaignlng f or Russia’s presidential elections 

Russians vote their 
way into history 

By John Lloyd and Layla BouKon in Moscow 


THE Russian millions who 
vote today for the president of 
their republic might be for- 
given for failing to appreciate 
the historic moment of the 
occasion. 

The campaign Itself has been 
short on razzle. Only Mr Boris 
Yeltsin, leader of the Russian 
parliament and the front run- 
ner, has stirred excitement and 
large crowds. 

However, even he has not 
done much of that, for he has 
s aid he to not really campaign- 
ing, merely doing his business 
as parliamentary leader which 
has happened to take him 
round a number of large Rus- 
sian cities. 


For Mr Vadim Bakatin, the 
former interior' minister, and 
Mr Nikolai Ryzhkov, the for- 
mer prime minister, a couple of 
thousand is a big crowd and to 
have received polite applause 
to to have done well 

Only Mr Yeltsin and Mr 
Ryzhkov have the use of 
rented aircraft; the others 
must submit themselves to the 
vagaries of the state airline 
Aeroflot - which has meant a 
number of soapbox appear- 
ances in airport lounges. 

As in the west, television has 
carried much of the debate. 
Continued on Page 18 

Editorial Comment, Page 16 


Poland asks 
for debt 
write-off in 
pollution 
control plan 

By Christopher Bobinski 
in Warsaw 

POLAND yesterday proposed 
to establish the world's largest 
debt-for-natnre exchange 
scheme, under which 10 per 
cent of its debts to western 
governments wonld take the 
form of a domestic tend aimed 
at combating pollution. 

Should all 16 of the govern- 
ments - which are members 
of the Paris Club, a grouping 
of western creditor govern- 
ments - agTee to the debt 
swap, then the fund wonld 
bave an estimated $3.1bn to 
spend over 20 years. 

The fund's activities would 
be internationally monitored. 

The Paris Club agreed in 
April, subject to conditions 
relating to Poland's economic 
performance, eventually to 
halve its $32bn portion of 
Poland’s total $45bn of foreign 
debt 

For all the hard currency 
debt involved In the swap, 
Poland would undertake to set 
up and develop environmen- 
tally beneficial schemes 
funded with zlotys. The money 
wonld be spent in Poland on 
projects to reduce acid rain, 
global warming and emission 
of pollutants into the Baltic 
SCA* 

Mr Jan Krzysztof Bielec ki. 
the Polish premier, yesterday 
told ambassadors of the Paris 
Club countries that their gov- 
ernments would be repre- 
sented collectively on the 
fond's management. 

There would also be an 
international advisory panel 
and the fond would be audited 
M by an international com- 
pany,” he said. 

The present proposal to the 
largest debt-for-natnre swap to 
date. 

It follows a recent plan for 
the Inter-American Develop- 
ment Bank to buy 8100m of 
Mexico's debt in the secondary 
market and use the funds to 
plant trees around Mexico 
City. 

Coopers and Lybrand, the 
accounting firm, has already 
been retained by the Polish 
government to advise on the 
programme. 

Norway to to host an inter- 
national conference on the 
project on July 1 and the Scan- 
dinavians are expected to back 
the initiative. 

The US has also approved 
the idea as has Prance. 

“Germany has not said no", 
Mr Bielecki said yesterday. 

Poland presently spends 
some ZllO.OOObn ($873. 8m) a 
year on reducing environmen- 
tal pollution. 



The British Land Company PLC today welcomes the 
Rl Hon. The Lord Mayor of London, Sir Alexander Graham, to 
unveil a plaque to commemorate the completion of the 
renovation of Plantation House, Fenehurch Street - die City's 
best-known office address. 

Plantation House Grst 
opened as home to the 
City's Rubber and 
Commodity Exchange. 

Today it is host to tenants 
whose businesses range 
from insurance and 
shipping to international 
metal broking and 
worldwide finance. 

With a restored 

exterior, modernised lifts, a new reception area, individually refurbished office 
suites, and new ceilings, wall coverings and granite floors in the corridors, 
Plantation House offers the finest multi-tenanted office accommodation in the City 

of London. 

Plantation House is a true reilectfon 
of British Und's continuing 
commitment to the wry highest 
standards of property investment and 
portfolio management, on an 
international scale. 
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The European aircraft consortium plans to complete its range with a product at the top end of the market 

Airbus steps up challenge to Boeing over large airliners 


By Paul Betts, Aerospace Correspondent, in Paris 


AIRBUS Industrie, the 
European aircraft manufactur- 
ing consortium, is to start 
♦nifcfi in September with a few 
airlines operating large fleets 
of Boeing 747 aircraft to define 
their requirements for jumbo 
airliners seating more than 600 
passengers. 

The discussions will mark 
the latest stage in Airbus 
efforts to challenge Boeing's 
dominance of the large airliner 
market. Hr Stuart Iddles, the 
European aircraft group's 
senior vice-president for com- 
mercial affairs, who was 
addressing in Paris yesterday a 
Financial Times Aerospace 
Conference, «rid the initial dis- 
cussions on a new Airbus 
jumbo would involve about 
half a dozen airlines. 

Airbus and three of its part- 
ners, including British Aero- 
space, Aerospatiale of France, 
and Deutsche Aerospace, are 
also expected to start drawing 
up specific designs for the 
development of a new large 
capacity airliner nest year, Mr 
Iddles spirt The separate pro- 
jects from this four-party 
Hpqigw com petition would then 
be analysed by the consortium 
members to enable Airbus to 
move ahead with the final defi- 
nition of a new jumbo aircraft. 

The new large capacity air- 



Aerospatiale’s Henri Martre: orders vrifl remain weak 


craft would help complete die 
Airbus aircraft family range 
with a product at the top end 
of the commercial aircraft mar- 
ket currently dominated by 
Boeing, the world’s leading 
manufacturer of commercial 


jets. Airbus does not intend to 
compete against the current 
Boeing 747 but wants to 
develop a new aircraft for the 
747 replacement market early 
next century. 

The decision of Airbus to 


enter the large capacity air- 
liner market appears to have 
worried Boeing and is seen by 
many European aerospace 
executives as a main reason for 
the renewed US onslaught 
against government subsidies 
for Airbus programmes. 

Hr Johann Sdufiter, deputy 
chairman of Deutsche Aero- 
space, yesterday said he 
believed the latest US threats 
to file a rarnpkrfrrt a gntngfr Air- 
bus subsidies in the General 
Agreement on Tariffs and 
Trade reflected American, and 
especially Boeing, anrirtte 
over the Airbus jumbo plan. 

To pre-empt Anther US criti- 
cisms on Airbus subsidies. Hr 
Iddles suggested that Airbus 
could finance from its own 
resources the Mbngsbn devel- 
opment programme of a new 
jumbo. "Financing it from 
internal sources would require 
some 5 pa cent of turnover,” 
be s aid, artrtfng that this was 
“not insuperable”. 

Airbus expects annual turn- 
over to rise to around $l6bn by 
the end of the decade. The 
development of a jumbo would 
be spread over five years 
requiring about <800m a year 
in annum funding. 

Mr TrtHtew confirmed in his 
address that Airbus had moved 
into the Hack last year "and 


intends to stay way in this 
very long term and cyclical 
business". 

He also said Airbus partners 
had repaid last year about 
$500m to their respective gov- 
ernments in accordance with 
their obligations to repay 
refundable loans advanced for 
the development of aircraft 
programmes. The partners 
expat to repay about $90Qm 
this year, he added. 

The next significant invest- 
ment by Airbus would be the 
development of the new jumbo 
aircraft. Should Airbus deride 
to launch a smaller 130-seat 
version of its A320 twin-en- 
gined jet - the A319 - Ur 
Ifldlag sa i d this would also be 
fjpnnffprt through the commer- 
cial maHra&n 

Airbus for the first time 
turned to the commercial mar- 
kets to finance the develop- 
ment of the A221, the stretched 
version of the A32Q. The con- 
sortium has estimated the cost 
of developing the Afli9 

130-sealer version of the A320 
at around 9400m, or the equiva- 
lent of the development costs 
of the A321 stretched version of 
the narrow bodied twin-en- 
gined aircraft. 

Although Airbus was consid- 
ering developing a 130-seat air- 
iTraflj ftfr Schaflter said Dent 


FT 
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sche Aerospace together with 
Aerospatiale and Alenia of 
Italy were still hoping to 
launch a new family of 80* to 
130seat regional jetliners next 
year. He estimated the poten- 
tial of the worldwide regional 
jet market over the next 20 
years at around S96bn, involv- 
ing deliveries of about 3,550 
aircraft. 

However, competition in this 
market is intense, with a host 
at rival products and new 
derivative projects. These 
indude tile Canadair regional 
jet, the Fokksr 100, the Boeing 
737-600, the McDonnell Douglas 
MD87, and the BAe 146. 

While there has not been a 
significant drop in the rate of 
new aircraft shipments. Hr 
Iddles conceded there had been 
a dramatic slackening of new 
orders from airlines which was 
expected to last for the next 
two to three years. However, 


he emphasise d that manufac- 
turers had a record backlog of 
firm orders. 

Both Akims and Boeing are 
expected to announce new 
orders at the Paris Air Show, 
which opens tomorrow. There 
was speculation yesterday that 
Airbus was about to clinch a 
significant order with a new 
US flw-Mna customer. 

Bat Hr Henri Martre, the 
Aerospatiale chairman, also 
warned Hmt the rate of orders 
would remain weak because of 
the heavy commitments of air- 
lines anil the IWHTTtofatteB fee- 
ing the airline industry hit by 
the twin effects of the Gulf cri- 
sis and economic recession. Mr 
Martre said atrimas placed net 
orders for only 13 airliners dur- 
ing the first quarter of this 
year compared with 255 airlin- 
ers in the same period last 


However, congestion in the 
skies and at airports remained 
"the single greatest threat to 
fpptfn ua d airitnfl growth", cau- 
tioned Mr Richar d Albrecht, 
executive vice-president of Boe- 
ing Commercial Airplane 
group. “Aircraft dela y to 
already costing the Industry 
and the travelling public over 
$8bn a year in the US and 
Europe alone,” he told the con- 
ference. 


US herbicide supplier to build $100m plant in eastern France 


By William Dawkins in Paris 

DOWELANCO, the US supplier of crop 
protection chemicals and seeds, is to 
build a SiQOm (£57. 8m) plant in eastern 
France. 

The plant at Drusenbeiia, near Stras- 
bourg, will start making herbicide 
ingredients at the end of next year and 
reach full output by the mid-1990s, by 
when it should have 120 staff. DowE- 
Zanco already has 800 European staff 
producing 28 per cent of its world sales 


and wants to expand there, as part of 
its strategy of moving production 
nearer to customers. 

Host leading chemical companies 
manufacture the product for 95 per of 
their European sales in Europe, while 
DowElanco has local production for less 
than 40 per cent of its E u ropean sales, 
mostly from its plants In Britain, Go- 
many, France, the Netherlands and 
Italy. Most of the balance is imported 


from the US. "As thin is mw cf the 
largest markets in the world for plant 
protection products, our objective is to 
ensure we can meet existing and fixture 
demands," said Mr Charles Fischer, 
European vice-president for the 
group. 

Last year DowElanco made $42Qm of 
its $L5bn sales in Europe. The group, 
the world’s seventh hugest agrichemi- 
cals producer, was formed in 1969 from 


Hib merger of the crop protection busi- 
nesses of Dow Chemical of the US nil 
Ell Lilly the US pharmaceuticals group. 

DowElanco chose Drusenheim 
because it lies at the centre of the Euro- 
pean market, officials said. No French 
regional aid was on offer. Assistance 
would have been available in the 
nearby forma steel making region of 
Lorraine, but this was unsuitahle for 
DowElanco’s needs. 
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We’re reshaping English Estates 
and the English regions. 


For more than fifty years English Estates has been helping the 
English regions to meet the challenges of economic and social 
change. We do this by developing premises and sites which enable 
businesses to set up and grow where new jobs are needed. 

But the needs of communities and businesses are constantly 
changing - and so are we. Advance and bespoke factories remain 
the core of our development programmes. They have been joined by 
workshops, warehouses, offices, business parks, managed workspaces, 
science parks, major urban renewal projects, and joint ventures with 
public and private sector partners. 

To find effective responses to changing local needs, we call on the 
skills and knowledge of our professional teams based in the 
communities that they serve. They are now planning projects which 
will ensure that the English regions - and English Estates - are in 
good shape to take full advantage of the economic upturn. 
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OECD export credit rates 


THE Organisation for Eco- 
nomic Co-operation and 
Development announced 
new minimum interest 
rates for officially-sup- 
ported export credits (April 
rates in brackets): 
D-MARK 9 *2 per cent 
<9-«8k 

FRENCH FRANC 10.17 
(lOJOk 

GUILDER 9.65 (9.71% 
ITALIAN LIRA 11.99 
(1 2MT, 

YEN 7A0 (same); 

PESETA 12.86 (13^3); 
STERLING 1L35 (11-28); 
SWISS FRANC for credits 
of less than eight years 
8.80 (same); for credits of 


more than eight yean &55 
(same); 

US DOLLAR for credits of 
np to five years 8.60 
(same); for credits of over 
five years 9.00 (same). 

These rates are published 
mnnrtiiy by the Financial 
Tima, normally around 
the rairtrtlw of iwril month. 
They apply to all export 
credits. However, cm those 
to mirtrtlgJiWHiin and poor 
developing countries the 
OECD matrix rate can be 
used if lower. 

This is a standard set of 
rates reviewed twice a 
year, in January and July. 


Japanese 
ties with 
China 

strengthen 

By Stefan intofcyo 

and John RkWfefl In Seoul 

NIPPON Credit Bank, a Mtog 

Japanese bat*, is to estabjjj£ 
a leasing company jn Ch ina in 

partnership with CrdZBH and 
South Korean financial organi- 
sations. 

The venture highlights 
moves by Japan and South 
Korea to deepen business ties 
with China. Japanese compa- 
nies had been cautions about 
opportunities in China since 
the Tiananmen Square Inci- 
dent of June 1989. SoothKw. 
gnn groups bad a valued mghm- 
r an * confect until a thawing of 
relations over the last year 
which led to the establishment 
year of bilateral trade 
offices in Befiing and Seoul 

Agreement on the leasing 
company, to be called Interna- 
tional Far Eastern Leasing, 
was signed in Beijing last 
week. It will be capitalised at 
$10m (£5.7m) and be based in 
the industrial city of Shen- 
yang, Liaoning province, in 
northeast China. It wiS chan- 
nel funds from Japan and 
South Korea for Investment in 
plant and equipment in China. 

Nippon Credit Bank is put- 
ting up 30 per cent cf the capi- 
tal, with a farther 10 per cent 
coming from its affiliate, 
Crown Leasing Corporation. 
The two Chinese partners are 
the People’s Construction Bank 
of rhina with a 30 per cent 
stake, and the China National 
Chemicals Import and Export 
Corporation with 20 per cent 
Korea Industrial Leasing, an 
affiliate of Korea Development 
Bank, a state-owned hank, will 
put up the remaining 10 per 
cent 

Korea Industrial Leasing 
said the joint venture would 
provide financing for the 
import of equipment by manu- 
facturing companies. It said 
the Chinese leasing market 
had very good prospects and 
that one purpose was to pro- 
vide frnnnrhrg for Korean com- 
panies operating in China or 
seeking to manufacture there. 


Work starts on free zone 
from Arctic to Acapulco 


By Bernard Simon in Toronto 

TRADE ministers from the US, 
Canada and Mexico begin 
much-heralded negotiations in 
Toronto today on a North 
American free trade agreement 
(Naf fa). 

The choice of Canada’s busi- 
ness and financial capital as 
the starting point for the talks 
is not without significance. 

Of the three, Canada runs 
the greatest political and eco- 
nomic risk in the push to cre- 
ate an Arctlc-to- Acapulco free 
trade zone. 

With most of the attention 
focused an the US and Mexi co. 
Canadian negotiators are well 
aware that, unless they con- 
stantly make their presence 
frit during the talks, they may 
be presented at the end with a 
choice of Hke-it or lump-it. 

Although there win inevita- 
bly be some bilateral meetings, 
Canada will probably try to 
ensure that most of the work 
takes {dace in groups where all 
three countries are repre- 
sented. Among the topics 
likely to be all o cat e d to specific 
groups are rules of origin, 
market access, dispute settle- 
ment and investment restric- 
tions. 

Canada’s two-way trade with 
Mexico Is still small. Alth oug h 
Canadian busi ne sses are eager 
to forge closer trade and 
i nvestm ent with a mar- 
ket which they recognise may 
be one of the fastest-growing In 
tire world over the next decade 
or two, they acknowledge that 
the immediate benefits of an 
open Mexican market will be 
modest. 

Ottawa’s main interest in 
the negotiations will be to pro- 
tect - and, if possible, build 
on - the grins it made in the 
bilateral free trade pact with 
Washington which came into 
force In January 1969. 

As Mr John Weekes, Cana- 
da’s chief negotiator in the 
Nafta talks, put it in a speech 
recently, Ottawa’s participa- 
tion "will demonstrate to 
investors that investing in this 
country win guarantee secure 
access to all three markets". 

The Canada-US free trade 
agreement (Costa, as It is now 
known) will serve as a useful 
framework for many of the 
issues to be raised in the Nafta 
talks. For instance, its innova- 
tive system of fa-national pan- 
els to review trade disputes Is 
likely to form the baas of the 
Nafta dispute settlement mech- 
anism. 

Ottawa also plans to push 
for some changes in Custa as 
part of the trilateral talks, ft 
will press Washington to 
extend the provisions on gov- 
ernment procu rement to more 
US agencies, and will seek 
wider powers for Canadian 
banks south cf the border. 

The Canadians hops that 
with backing from the Mexi- 
cans an tulips each as these, 
they may be able to prise more 
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out of Washington than was 
possible during the bilateral 
negotiations in 1987-88. 

The risk for Ottawa is that 
the Americans will probably 
also want to reopen parts of 
Custa. While the bilateral 
agreement will abolish all cus- 
toms duties by 1968 and nib- 
bles at some nan- tariff barriers, 
several major trade irritants 
between the two countries 
remain intact. 

Canada’s broadcasting, pub- 
lishing and other cultural 
industries continue to be pro- 
tected from foreign (especially 
US) competition by ownership 
curbs, tax advantages and sub- 
sidies. 

Ottawa still frowns on for- 
eigners buying healthy energy 
companies. Although Custa 
significantly relaxes scrutiny 
of US investments, those over 
C$150m (£7(L9m) will remain 
subject to review, even after 

full implementation of the 


roney is that the especially net- 
tles ome issues of subsidies, 
dumping and countervailing 
duties are unlikely to be tack- 
led seriously during the trilat- 
eral talks. 

Most of the recent trade dis- 
putes between the US and Can- 
ada revolve around these three 
problems. But they were put to 
one side in the Custa negotia- 
tions, With the idea of malting 
them the subject of future dis- 


Canada’s ability to nfliw con- 
cessions in the negotiations 
will be constrained however, 
by political considerations. 

The next general election 
must be held before the end of 
1993 and free trade has already 
become one of the beacons by 
which Canadians judge the. 
seven-year-old Conservative 
government of Mr Brian Mulro- 
ney, the prime minister. 

Tire business community 
generally welcomes free trade 
with the US and Mexico as a 
painful but essential remedy to 
the low productivity and high 
costs which bedevil Canadian 
industry after years at molly- 
coddling. 

But the Tory government 
has had the misfortune that 
the first stages of bringing 
down trade barriers with the 
US have coincided with a 
recession which has struck 
hardest at manufacturing 
industry in Quebec and 
Ontario. ... 

Trade unions and opposition 
parties have made the free 
trade agreement the whipping 
boy for almost every plant do- 
sure and redundancy. 

One cnmntatiffli for Mr Mat 


Rather than searching for a 
regional solution however, 
Canada is putting its faith in 
the Uruguay Round of multi- 
lateral negotiations the 
General Agreement on Tariffs 
and Trade to deal with these 
and some other trade-distort- 
ing practices. 

According to Mr Weekes, 
who was previously Canada’s 
chief Gatt negotiator, "a suc- 
cessful Uruguay Round will 
help us make a better North 
American free trade agree- 
ment". 
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President acts on bank reform law 



over 


®fp&||tescue 

By P«ler Rlddell, US £ditor ( in Washington. . ■ • . 


THE US federal., agency 
handling the rescue of the 
savings Jmd tarn, -foctasbry; libe 
largest in history, -has been 
sbttply- criticised by- the Gen-: 
eral Accounting Office (GAO), 

a congresatoipd.watdidt^ -fer 

lacking adequatecoatrols ever; 
the hflHons ft o y-ntte: 

Mr Chaiies Bowsher, the 
ttraptraDar redihrI. in charge - - 
of- the GAQ, yestanfeiy told a 
concessional committee that; 
the audil- of the fiesahrijon 
Trust Corporattcm woultl be 
delayed : ' aevexsti months 
because financial statements 
for 1990 were . not .available 
until mid-May and ' because of 
ri<>g '/voftr ggget values. 

The GAO says the BTC head 
dfflce:‘is stffl unable to trade 
all.its .assets la re c ei vers h ip or: 

to ^*0toblr:.^foer esSmgteS 
reecrveryvatae; 'dateofsme..' 
sales priced and. sale gain/loss' 
ozran individual asset, bams,” 
he report is crttical otf thc 
RTC for Insufficient scrutiny, of 
contractors," including not' 
penalising those who do not 
perform agreed work, and inad- 
equate Wnttwifflal Vwi^r^ B. - 

Anticipating soch critidsm, . 


Mr Nicholas. Brady, treasury 
secretary, hassetupa working 
group headed 1 by his deputy 
-and the deputy secretary at the 
Housin g ' and Urban Develop* 

' menl ".Department to “investi- 
gat? coordinate* the. RTC 

' The GAO'S assessment has 
! already stirred congressional 
criticism of the RTC. Congress- 
man, ‘Henry Gonzalez, the mav- 
erick chairman of. the House 
- banking Committee, has 
described^!* . RTC as "an 
nngni riPffotft flfitle headed for 
certain d^aktar”. 

has also warned 

is the mini- 
on al funding.' 
the RTC, in addL- 
already approved, 
the large amount 

xeady hdd by the 
RTC, th^ver-built property 
martet, economic weaknesses 
and the: BTC’s aggressive dis- 
eotmting policy on asset dis- 
posals, the GAO says “the best 
coat estimates for resolving 
fidled’. t hri fts could be signifl- ■ 
cantly understated and tmex- 
pectedlosses on asset sales 
could dramatically increase 
BTC’s funding needs". 


BankAmerica in 
$6m nature deal 


By tens Dias. In Washington 

BANKAMERICA, the biggest 
west coastbank, is to donate . 
$6m (£3.4m) edits loan portfolio 
to finance the largest private 
“ debt-for-nature” swap to date 

- a three-year programme to 

assist rain forest conservation 
in Latin America, chiefly 
Mexico. *• .- - 

Mr Nicholas Brady, US trea- 
sury secretary,^ yesterday 
called the donation "a new way 
to accomplish swaps”, in the 
past, debt-for-nature swaps 
have been undertaken primar- 
ily through the purchase of 
commercial: debt by canserva-' 
tion organisations. 

Tim donation is tiny in rela- 
tion to Mexico?* foreign debt, 
but Mr Rtady j said he hoped 
the' Bank'Amefica , agreement 
would encourage other bank* ■ 
to take similar steps. 

The debt donation will be 
shanneited tt nmgfa^ m -Worid. 
WUdHIfe Fund <W,Wf) and Con- ' 
servation International, the ’ 

opvt mnTTwmfcJ group; uririch-ln 

tunr will purchase .external 
debt at a . discount on the sec- 
ondary. market. . 

the Waridngton-bated organi- 
sation iovoNed to. pioneering 
such raaps^' will . receive' 
5100,000 toact as adviser. . 

- Conservation International 
wi& initially use 3250,000 to~ 


help save Mexico's Selva 
Latamdom, the' largest tropical 
rainforest in North America. 
The forest has shrank by 
half in 50 years as a result of 
commercial forestry, pollution 
from urbanisation and poorly 
marmg pd agriculture. 

In anot her < 250.000 pro- 
gramme,. WWF will help 
Mexico's environment ministry 
support environmental educa- 
tion and planning and enforce 
environmental, law in the 
states oTCltfapas and Oaxaca. 

Mr Richard Rosenberg, 
BankAmeric&’s chief executive 
officer, said businesses and 
governments must not be 
“numbed into inaction by the 
dimensions" . of . rainforest 
destruction. • 

“A section of the rain forest 
the size of. a football field is 
.destroyed every second of 
every 'day, and a species' of 
plant , or animal is lost to 
axdzKtkni every 24 hours," he 
said.-. 

' This is the 19fh debtfor-na- 
tiire swap since 1987, when 
conservation organisations 
first; became aware of the 
potential far using debt reduc- 
tion as a means to induce third 
world governments to protect 
'wfidemessAreas, :~ 

Polish debt-for-nature swap, 

■Pag®-* 



by feuding of stars 


By -Uooari Barber Jti Washington 


THE DEMOCRATIC, party, 
which is nob .Messed with an 
abundance ofpresMsniial can- 
didates fin: next year's elec- 
tion. Is watching with honor 
md fosefoatfon as . two -of its 
most promising tn tt wd fig- 
ores tear, each other apart, : . 

Governor Douglas Wilder ai 
Virginia, the first Mack to he 
3&cfed to run a DS state»and 
Senator. Charles Robb,,one- 
tjbns governor of Virginia and 
former -President Lyndon 
Johnson’s son-in-law, have 

t>ecmDe embroiled in a priboc 
row ovwrnU^tathinsof eavea- 
iroppiug and political sabo- 


The affair turns jdn afiega- 
ttons that Mr Robb, while gov- 
ernor of Virginia between 1982 
and 1988, ..attended, parties 
where cocaine was consumed 
and had an affair witfa/a local 
beauty queen. - 
Mr Robb has consistently 
denied the allegations and 
accused'; Mr WBder at ptoakK 
(tog tbe stories for , his own 
political ends.. At one point, 
the Senator released a four- 
hoor umdiied video-tape of an 
interview with a network TV 

producer Is a& nssmxessfal , 
effort te kfil the story. 

In fie htad -BdaiuB; Mr 
WQder. .accused Mr Robb of 
ncetete a-tepe of a secretly 
r*eord«k«Bular telephone 

Robb beBvbbA Kcnd^mii: 
to win tfcevacflwt US Senate' 
seat in .VhiBhwfcr&artlie jape. 
Ur Wilder sritfl^Senator’s 
political career ■wnssStoWmtf’ 
because of the ntofo^-ahodi 
bis prince .life- 
, Last - weekend, Senator 
fojbb^^afrcflHflnned taker 
had received a Wttfler tape 
wMdr had been sent anony- 
mously. Thetape wafi kept for 
two-anda-balf years hut was 
iestroyed iin recent- weeks 
after somAof its contents 
appeared fo lhe preas. - : 

Tft - 

ther twist yesterday, rqpbrfbg' 
that a tew Robb aide had 



Governor Thomas Wilder 

sought to pressure a Virginia 
-Republican official to say the 
Republicans were behind an. 
investigation of the Senator’s 
SDdal life in 1988. The pres- 
sure came via a threat to 
' reveal the conten t s of another 

- recorded telephone call. 

Federal and Virginia state 
law make ft a crime to record 
and disclose Intentionally file 
• Conten ts Of telepho ne 

cOTvmations. The Post story 

strengthened the impression 
that Senator Robb’s staff-may 
have been overzeakms in seek- 
ing to contain fiw opcahm alle- 
gation. 

• '■ Governor Wilder, who is 
ccm^dexing running for presi- 
dent next year. Is. doe to 
. trtnm from a trade mission to 
Europe today. He said: that 
: Senator Robb’s admiatan that 
he 'had haM file -tope of his 
conv^rsatiim for twoond-a- 
Jndf years was "shockfog". 

Senator Robb, wim isiqi for 
..reelectioa in. 19M*. daiW be 
was responsible for the eaves- 
dropping, and called for a 
meeting with Governor Wilder 
to dear the air. 

The Virginia stats D&mo- 
■ cratic^arty is ^ appalled by the 

- tedding; with, local party flg- 

' o^^^» I %e1pemoiBnl5 risk 
v becoming & minority party. 


By Pater Ridctoil 

PRESIDENT George Bush 
yesterday , met congressional 
leaders to press for comprehen- 
sive bank reform legislation in 
face of strong criticism of the 
plan by a key House cornmittee 

chairman 

- The full House Banking com- 
mittee is next week duo to con- 
sider far-reaching proposals 
approved by its financial insti- 
tutions sub-committee. But 
Congressman John Dingell, 
chairman of the House Energy 
and Commerce committee, 
which has jurisdiction over 
securities and insurance 
issues, has saM the plan could 
have "profound negative 


effects on our economy.” Mr 
Dingell was mainly responsible 
for blocking proposals in 1988 
similar to the current ones 
ending the barrier between 
investment and commercial 

hanking. 

While Mr Bush was telling 
file congressional leaders he 
wanted legislation, approved 
quickly, Mr Dingell has chal- 
lenged the desire of Mr Tom 
Foley, the House Speaker, to 
have the legislation voted on 
by the full House by the 
August recess. 

In a letter to Mr Foley, Mr 
DingeR has said his committee 
wifi, not have sufficient time to 


consider the bill. “This com- 
plex and dangerous proposal 
should not be railroaded 
through. Though the benefits 
are slight and hypothetical, the 
dangers are substantiaL” He 
challenged the administra- 
tion’s argument that banks 
should be given new powers to 
link with securities, property 
and Insurance businesses. 

The administration wants 
early enactment because the 
bill provides money to recapi- 
talise the fund which Insures 
bank deposits, fast being 
depleted by a run of bank fail- 
ures. One possibility, so far 
resisted by the Treasury, is 


that this might be separated 
from the broader reform pack- 
age. 

Mr William Seidman, chair- 
man of the Federal Deposit 
Insurance Corporation, which 
manages the fond, said yester- 
day the likely number of bank 
failures this year might be 
nearer 440, costing more than 
$23bn (£l3.2bn), than 340. In 
the first quarter of 1991, nearly 
90 per cent of banks earned 
profits, though overall earn- 
ings fell 8B per cent to $4.7bn. 
against the same period a year 
ago. Problems at the loss-mak- 
ing 10 per emit stayed serious, 
with property loans. 


Foreign banks ‘may reduce US lending’ 


By Peter Riddell 

FOREIGN banks may cut tending to 
American businesses and local govern- 
ments as a result of DS Treasury propos- 
als, Mr Aten Gr eenspa n, *»hnHim»n of file 
Federal Reserve, warned yesterday.' 

The Treasury has proposed, as part of a 
comprehensive bank reform plan, that 
foreign banks wishing to engage in newly 
authorised activities, such, as securities 
underwriting, would have to set up & sep- 
arately capitalised DS subsidiary, rather 
titan use the capital of thrir parent 

Moreover, foreign banks wanting to 
wp 8 "* 1 in this way would have to conduct 
all their DS imniHng business through 
such a subsidiary, including current DS 
branches and agencies. 

Mr Greenspan told the House Banking 


comuuttro that the change to separately 
capitalised subsidiaries would impose 
additional eosts without enhancing their 
safety or soundness. Moreover, this might 
discourage involvement in the DS. “To the 
exte nt the proposal may cause a retreat 
from file co mm itment of foreign banks to 
the DS market, it may reduce the avail- 
ability of credit to American businesses 

and Inftil pi w mmwnt s," 

These worries were disputed at the 
same hearing yesterday by Mr David Mul- 
fiord. Treasury undersecretary for inter- 
national affairs. He said th* iteasury had 
considered the possibility of a reduction 
in lwndhip but believed that y™* of the 
potential constraints could be alleviated 
if, for example, a subsidiary transferred 


loans that exceeded lending limits back to 
its parent The parent could also provide 

wMItinnnl capital and mnkp loans itself. 

At present lending limits on DS 
branches of foreign banks are based on 
the consolidated capital of their parents, 
but the creation of subsidiaries whose 
capital is measured separately bom the 
parent might, according to Mr Greenspan, 
“limit the extent to which foreign hanks 
contribute to the depth and efficiency of 
markets in the DS and continue to lend to 
individual borrowers.” 

Mr Greenspan warned that foreign 
banks might be induced to conduct 
operations in “less costly environments 
outside the US," while foreign authorities 
COUld enact ahwlter curbs OH DS InnVu. 


Denver, Miami to 
host professional 
baseball teams 

By Patrick Harverson and Peter Berlin 


AFTER SIX years and millions 
of dollars of campaigning Den- 
ver and Miami have been cho- 
sen to host two new DS profes- 
sional baseball teams, in what 
will be the first expansion of 
the country’s national sport 

since 1977. 

The two cities were chosen 
ahead of four rival bidders - 
Orlando. Tampa/St Petersburg 
(both in Florida), Buffalo in 
New York state, and Washing- 
ton DC - by an expansion 
committee of the National 
League. 

Major league baseball in the 
DS is split into two, the Ameri- 
can and the National, The Den- 
ver and Miami teams will be 
competing in the National 
League when the 1993 season 
opens. 

Although the committee's 
recommendations have to be 
ratified by owners of major 
league baseball t pamg in Calif- 
ornia later this week, approval 
of the new franchises is expec- 
ted to be a formality. Denver 
will be the first top-flight team 
to play in the mountain time 
zone, while Miami will be the 
first in Florida. 

Both regions represent large, 
untapped markets for baseball. 

Denver and Miami were cho- 


sen primarily because their 
bids had the strongest finan- 
cial backing. The business 
group behind Miami is led by 
Mr Wayne Huizenga, owner of 
Blockbuster Entertainment, 
the world's biggest retail video 

business. 

Setting up a new baseball 
team in the DS Is big business. 
The two new franchises will 
each pay a 595m expansion fee, 
of which the 12 existing 
National League clubs will get 
512.33m each and the 14 Ameri- 
can League teams $3m. 

The cost of ru nnin g a base- 
ball club is high, but so are the 
potential rewards. Major 
League baseball has a four- 
year Sl.lbn television contract 
with CBS and teams are free to 
negotiate local deals, which for 
franchises in large urban areas 
can be worth tens of millions 
of dollars a year. 

Franchises are good 
long-term investments. The 
last time the league expanded 
in 1977 uew franchises, includ- 
ing Toronto's, cost 57m. The 
Baltimore Orioles were sold in 
1977 for S12m and in 1988 for 
S70m. Owner Eli Jacobs has 
said he is thinking of selling 
them this year. The estimated 
price tag is $120m. 


High Speed Telecommunications 

for Spain in '92. 

Philips makes Olympic History. 



All over the world. Philips sells and implements telecommunication systems and 
networks for public operators and private companies. Providing innovative solutions in 
key areas such as radio and cable transmission, network access, mobile communications, 
rural telephony, data and business communications. 

A prestigious example is the digitalisation of the communications facilities for the 
’92 Olympics in Barcelona. Here Philips is making Olympic history by installing, for the 
Spanish PTT, the world's first high speed, high volume digital network using SDH, the 
new world transmission standard. 

Philips is also installing a digital telephony system at Barcelona and Malaga airports 
and is the official supplier to the Olympics of mobile radio terminals. These winning 
state-of-the-art solutions are striking proof of Philips' commitment and dedication to 
the market 

• Philips. In perfect shape today, to further shape the future of telecommunications 
tomorrow. 

Excellent reasons to go to Geneva in October to see Philips at Telecom '91. For further 
information call free on (UK) 0800 585509. 

Telecommunications, talk with Philips! 
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Soviet oil workers win 40% pay rise 


By Leyta Boulton in Moscow 

MR Valentin Pavlov, lie Soviet 
prime minister, yesterday 
agreed to a 40 per cent pay rise 
tor oil and gas workers who 
bad threatened to disrupt pro- 
duction of the country's main 

hart -currency-earning export 

Mr Vasfly Veryovkin, deputy 
chairman of the Russian Oil 
and Gas Workers Union, said 
that the increase, to be back- 
dated to June 1, would be 
financed through a cut in the 
taxation of oil enterprises. 

This pay rise is the latest 
example of the government's 
tendency to give in to pay 
demands and stoke inflation, 
rather than face Industrial 
action and carry out a threat to 
prosecute strikers in key 
industries. 


The pay rise for workers 
involved in the extraction of 
oil and gas will be gradually 
boosted to total 75 per cent in 
the fourth quarter of this year, 
Mr Veryovkin said. The oil and 
gas workers of Russia, Azerbai- 
jan and the Ukraine had ini- 
tially demanded a doubling of 
their pay. 

Without explicitly threaten- 
ing to go on strike, union mem- 
bers had planned to disrupt 
prod action by collectively 
resigning, or by observing reg- 
ulations which would require 
shutting down leaky pipelines. 

The central government has 
also promised to invest 500m in 
hard-currency roubles in the 
oil and gas industry to renew 
failing equipment. In addition, 


it would devote revenues from 
8m tonnes of oil to new capital 
investment to boost productiv- 
ity. 

The union had Initially pro- 
posed raising the domestic 
price of oil from its current 
fixed low level of RbsTQ a tonne 
to RbsIdO in order to finance 
the pay rise. But the govern- 
ment has been reluctant to do 
this because of the repercus- 
sions It would have for the rest 
of the economy, which is 
dependent on cheap ofl. 

Oil workers earn an average 
monthly wage of Rbs346, while 
gas workers are paid Rbs327 - 
compared to the national aver- 
age of Rbs280. Since doubling 
or tripling the price of basic 
foodstuffs on April 2, the gov- 


ernment has been deluged with 
double- and triple-digit pay 
demands. 

Last month, it agreed to dou- 
ble the wages of striking coal 
miners on condition they 
Increase productivity. In quick 
succession, the government 
awarded a 60 per cent pay rise 
to air traffic controllers and 
pilots, minutes before they 
were due to go on strike. 

This was followed by a little- 
publicised decision to Increase 
the pay of ran workers. Hardly 
setting an examp le while the 
nation is being asked to 
tighten its belt, deputies of the 
Soviet parliament voted last 
week to increase their own pay 
from RbsSOO to Rbs800 a 
month. 


Economy under control, says Pavlov 


By John Lloyd in Moscow 

THE decline in Soviet 
production has been stopped 
and “the government has the 
economy under its control”, Mr 
Valentin Pavlov, the prime 
minister, told the Supreme 
Soviet in Moscow yesterday. 

In a brief report on the econ- 
omy, Mr Pavlov claimed that 
his government could stabilise 
production over the next two 
or three months. The spring 
sowing campaign had been rel- 
atively successful, he said, and 
the expected grain harvest was 
between 205m and 206m 
tonnes - down from 237m 
tonnes last year, but tor better 
than recent forecasts of hunger 
which, Mr Pavlov said, had 
been made “to cause panic”. 

He made clear, however, that 
the economic crisis was still 
deep, that the partial stabilisa- 
tion was fragile and that “all 
will depend on the political sit- 


uation in the country”. 

The government had been 
forced to slash exports, espe- 
cially of oil, in order to safe- 
guard Soviet production, said 
Mr Pavlov. Oil exports had 
fallen by 49 per cent in the 
current year, oil products by 54 
per cent, timber by 45 per cent 
and ferrous metal by 61 per 
cent. At the same time, 
imports had been cut by 45 per 
cent 

The Soviet Union earned 
7.7bn hard currency roubles 
labout £7bn) from exports In 
the first five months of the 
year, and paid Rbsl2J2bn for 
exports. Arrears for imports 
amounted to Rbs2J>bn. In all, 
foreign trade turnover dropped 
by about a third, though Mr 
Pavlov said it was now begin- 
ning to pick up. 

He disclosed that only Geor- 
gia has not participated in 


talks on the anti-crisis mea- 
sures - though he admitted 
that the three Baltic states 
could not agree to sign because 
the measures were not framed 
as a treaty between separate 
states. 

He said that the mafn issue 
remaining in the talks on the 
Union treaty was a dispute on 
tax, with Russia and the 
Ukraine insisting that they 
should collect all taxes and 
pass on a set amount to the 
centre, while the Union gov- 
ernment wants to retain sepa- 
rate taxing powers. 

New proposals to lower tax 
rates, designed to “stimulate 
business growth”, were 
debated by the deputies yester- 
day. Introducing the changes, 
Mr Victor Gubarev, a member 
of the Supreme Soviet’s plan- 
ning and budgetary commis- 
sion, said “the amendments 


testify to the commitment of 
the cabinet of ministers and 
the USSR Supreme Soviet to 
radical market reform". 

The new tax regulations 
raise the minimum income 
level at which tax must be paid 
from RbslOO a month to 
Rbsl60; reduces the tax rate 
from 13 to 12 per cent for all 
earnings below RbslOOO; sets 
the maximum supertax rate at 
30 per cent; and treats all 
incomes equally, rather than 
imposing discriminatory rates 
of up to three Hnws higher on 
entrepreneurial activity. 

The darker side of the mar- 
ket reform was highlighted by 
a report on the official news 
agency Tass that experts 
expected the jobless numbers 
to rise to 30m in the Soviet 
Union within an unstated 
period - with lm in Moscow 
alone. 


Norway plans tax break to help banks 


NORWAY’S minority Labour 
government has proposed tax 
incentives for some business 
profits to be invested in the 
country’s troubled banking 
sector, writes Karen Fossil. 

Norwegian companies can 
make profits from sales of fixed 
Investments such as machin- 
ery. where the sales price is 
higher than the book price. 
Under the proposal 40 per cent 
of such profits would be 
exempt from tax from 1992, 
while the remaining 60 per 
cent could be invested without 
tax in new bank shares from 
the second half of 199L But 
such shares would have to be 
held for at least five years. 


Mr Sigbjoern Johnsen, the 
finanpp minister, said that the 
proposal was meant to “make 
it more favourable for Norwe- 
gian companies to buy newly 
issued shares and stocks in the 
Norwegian commercial and 
savings banks.” 

Mr Per Kristian Foss, the 
head of the opposition Conser- 
vative party and chairman of 
the parliamentary finance com- 
mittee, said that he expected 
the new proposal to win wide 
support among MPs. 

But the Norwegian Associa- 
tion of Business and Industry 
complained that the measures 
were not sufficient to get the 
banks out of trouble and 


strongly urged other measures 
to be implemented. 

The scheme contains an 
alternative proposal, under 
which up to one-half of the 60 
per cent of deferred profits 
could be invested from 1992 in 
newly issued shares or primary 
capital certificates, and the 
other half in venture compa- 
nies. 

Norwegian companies’ prof- 
its on rales of fixed invest- 
ments have been untaxed in 
the past, but were due to 
attract tax under a reform 
drawn up earlier this year. The 
tax reform has yet to be pres- 
ented to parliament. 

“There is a strong need to 


transfer new core capital to the 
banks so they can better fulfil 
their role In society and con- 
tribute to growth and employ- 
ment," Mr Johnsen said. 

Norway’s banks have suf- 
fered huge credit losses for 
nearly four years. Earlier this 
year the minority Labour gov- 
ernment established a NKiSbn 
(S733m) bank guarantee fund 
for toe sector. 

The banks’ troubles have 
been exacerbated by an uphill 
struggle to meet tougher capi- 
tal adequacy requirements to 
be Implemented by the Bank 
for International Settlements 
and the European Community 
from the end of 1992. 


BAe starts 
talks on 
export of 
Eurofighter 

By Paul Beits 

in Paris 

BRITISH Aerospace has started 
Informal discussions with 
potential export customers tor 
the new European Fighter Air- 
craft (EFA) which BAe is 
developing jointly with Deut- 
sche Aerospace, Alenia of Italy 
Casa of Spain. 

Mr John Weston, the head of 
BAe's military aircraft divi- 
sion, yesterday said EFA 
export orders could double the 
number of aircraft currently 
planned for airforces in each of 
the EFA partner countries. 

Although no formal propos- 
als had so tor been made by 
the EFA consortium to posa- 
ble export customers, Mr Wes- 
ton said that EFA was expec- 
ted to turn Into “an export 
success with interest already 
expressed by several responsi- 
ble, non-European govern- 
ments.” 

Defence spending cuts in 
Europe were not expected to 
affect the overall EFA pro- 
gramme, Mr Weston said. But 
he conceded that it could 
reduce the overall number of 
new fighters ordered by EFA 
partner countries from an orig- 
inal estimate of between 
700-800 aircraft to around 
500-650 aircraft 

With additional export 
orders, total EFA sales are 
expected to top eventually the 
1,000 aircraft mark. Mr Johann 
Schaffier, deputy chairman of 
Deutsche Aerospace, said 1,000 
was the Tmrrimnm number of 
aircraft required to make the 
EFA programme economically 
viable. 

Despite persisting doubts 
over the German government’s 
commitment to the EFA pro- 
gramme, Mr Schaffier said the 
mood had swung increasingly 
in to tout of German participa- 
tion in the production of EFA. 

“The situation was critical in 
Germany last autumn because 
of the domestic political situa- 
tion," he said, adding that 
political attitudes towards EFA 
had since unproved in Ger- 
many. 

However, Germany, which is 
contributing DMSbn ($2J32bn) 
in the development of EFA. is 
likely to reduce its overall 
intake of new fighter aircraft 
from an original requirement 
of around 200-250 aircraft to 
about 160 aircraft. 

The UK which is investing 
£L8bn (|3bn) as its 33 per cent 
share in the 34£bn EFA devel- 
opment programme, is expec- 
ted to require about 250 new 
advanced fighters. 


UK wins breathing space 
on harmonisation of VAT 


By David Buchan in Brussels 

BRITAIN could have several 
more months to decide 
whether to veto EC harmonisa- 
tion of indirect tax rates, under 
a new compromise acceptable 
to all its Community partners, 

European Commission officials 
said yesterday. 

Most EC states insist on . leg- 
islation to narrow the gaps 
between differing national 
rates of value added tax and 
excise taxes, so that the lifting 
of frontier controls by January 
L 1993, does not soul shoppers 
stampeding into low-tax coun- 
tries. The UK is alone in con- 
testing the necessity of bring- 
ing rates together by legally 


binding rules, preferring to see 
market forces achieve this; but 
any single EC state can veto 
EC tax decisions. 

The Luxembourg presidency, 
with UK connivance, proposed 
at Monday’s EC finance minis- 
ters’ meeting a two-part decla- 
ration. First, all 12 countries 
would y fafy that their standard 
VAT rate would be no lower 
than is per cent by 1993. Then, 
ll of them would commit 
themselves to turning this 
intention into legislation, with 
the UK recording its opposition 
in principle. 

“Everyone was happy with 
this, but we did not get back to 


It on Monday because *sagree* 
meats over excise prevented a 
global package deal, sad a 
Commission official yesterday. 
But, in a bid to end these 
north-south differences oyer 
excise on tobacco ana alcohol, 
Luxembourg is re»coavemng 
finance ministers pn June 24 - 
the third time this mouth - 
for what Mrs Christian© Scriv- 
ener, the EC tax romraastener. 
is calling "the moment of 
truth". -' 

Britain's moment .of truth 
will come in four months, the 
EC official said, when a precise 
legal text on tax rates is ready 
to be voted on. 


Hard going in EC legal stakes 
as single market draws near 


By David Buchan 

193 DOWN, 89 TO GO -that is 
the legislative scorecard on the 
European Community’s barri- 
er-fiattening measures, only 18 
months before the single mar- 
ket programme Is supposed to 
take effect In Its latest prog- 
ress report, the European Com- 
mission yesterday warned of 
tough going in the home 
stretch to end-1992. 

Prominent among its com- 
plaints are that fiscal and 
physical harriers to the free 
movement of goods and people 
still remain; the Council of 
Ministers is dragging Its feet 
on investment, shipping and 
road haulage services; and 
Italy has put barely half the 
EC directives on its national 
statute books. 

Just as communist countries 


used to have productivity 
surges towards the end of their 
pnnual plan periods, so the 
pace of Community law-mak- 
ing picks up every six months, 
as each presidency nears an 
end. Thus, by the time Luxem- 
bourg relinquishes the chair to 
the Dutch at the end of this 
month, some 220 single market 
measures should have won 
approval; so it is hoped. 

The Commission pats itself 
on the back for churning out 
no fewer than 282 single mar- 
ket measures by last year, 
blaming others for legislative 
delays. 

The Strasbourg parliament, 
which only has real amending 
power on issues subject to 
majority votes in the Council 
should have been speedier in 


dealing with single market leg- 
islation that (precisely because 
of majority voting) could have 
passed the Councti easily. 

But it is- no longer the key 
bottleneck because many key 
remaining issues - tax. 
removal of internal frontier 
checks, certain company and 
labour market rules - require 
Council unanimity. Successive 
presidency countries are at 
fault, the Commission says, for 
cancelling several recent meet- 
ings of the general Internal 
Market Council. 

Another black mark for gov- 
ernments. in the Commission's 
book, is their continuing fail- 
ure to agree a site for a Com- 
munity trademark office, as 
well as to ratify the Commu- 
nity Patent Convention. 


Lisbon inquiry into TV ‘bias’ 


By Patrick Blum in Lisbon 

PORTUGAL’S parliamen t will 
look into the conduct of the 
state-owned television net- 
works in response to last 
week's accusations of political 
bias on the two channels by 
President Mario Soares. 

The ruling Social Democratic 
Party (PSD), which reacted 
angrily to Mr Soares’s attack 
against what he claimed was 
growing government Interfer- 
ence in the media, has agreed 
to the establishment of a par- 
liamentary commission. 

President Soares, a former 
socialist leader, said the two 
channels' main news and cur- 
rent affairs programmes were 


manipulated to minimise the 
oppositioTis’s role. 

Such “abuses and irregulari- 
ties were particularly serious" 
with a general election due on 
October 6, he said. 

Opposition parties say they 
are often misleadingly or 
under-reported while tartly a 

day goes by without the prime 
minister, a minis ter or the gov- 
ernment's press spokesman 
appearing in a report, icy. 

A survey of television news 
coverage during May published 
In yesterday's Publico, a 
respected independent daily 
newspaper, appears to justify 
some criticisms. 


It shows that Mr Anibal 
Cavaco Silva, the prime minis- 
ter and PSD leader, featured In 
programmes 54 per cent of the 
time, compared with 17 per 
cent for Mr Jorge Sampeio, the 
socialist and main opposition 
leader. 

An analysis of the coverage 
of parties as institutions 
showed the socialists with 38 
per cent of broadcast time, 
more than the ruling PSD with 
12 per cent. But when all pottti- 
cal coverage was tabulated, the 
analysis showed the govern- 
ment had 265 minttcesflf cover- 
age compared with 86 minutes 
for all other parties. . ’ 


French plea 
for easier 
equity 
financing 

By William Dawkins 

in Paris 

BUSINESSES in France say 
they are seriously short of 
equity capital and over-reliant 
on bank debt by comparison 
with foreign competitors. As a 
result they have sent the gov- 
ernment six tax reforms mak- 
ing it more attractive for busi- 
nesses to turn to equity 
finance in place of debt in the 
hope that some at least may be 
included in next year’s budget. 

The proposals, by the 
Patronat employers’ federa- 
tion, include lighter tax treat- 
ment for dividend payments, to 
narrow the gap with the lower 
tax rate on profits used for 
interest payments. 

The gap between the two is 
wider than for France's biggest 
competitors and as such 
encourages businesses to take 
on too much debt, says the 
Patronat It is also urging tax 
incentives for equity raising 
and better tax breaks for pri- 
vate Investors. 

French companies increased 
their use of equity capital in 
the late 1980s. but stffi use a 
lower proportion of equity 
finance in their total funding 
(35 per cent) than competitors 
in Germany, Britain and 
Japan, says a Patronat study. 

“If we don't take action to 
improve the trend, there will 
be casualties," warns Mr 
Ernest-Antoine Seillilre, chair- 
man of the Patronat's econom- 
ics commission. The downturn 
In the economy has caused 
business collapses to increase 
by 15 per cent to 11,397 in the 
first quarter of this year, 
according to Dun & Bradstreet, 
the financial information com- 
pany. 

® Mr Seilli&re has welcomed 
the Organisation of Economic 
Co-operation and Develop- 
ment’s recent criticism of tbe 
national minimum wage, p ai d 
to 2m workers, as a possible 
contributor to France's 93 per 
cent jobless rate. “We have 
been saying this for years. This 
considerably strengthens our 

argument," he said. 

The OECD’s criticism, in its 
annual survey on France, 
comes as the government is 
due to complete a regular six- 
monthly revision of the 
national minium wage, known 
as the Smic, for new rates to 
take effect on Jnly l. 


Little push from the market will speed Italy’s trains 

Haig Simonian outlines the long-term overhaul plan for a slow, unpunctual and overcrowded railway 


I TALY'S trains may be 
slow, unpunctual and often 
grossly overcrowded, but 
at least they are cheap. 

Or they were until a three- 
stage price increase, begun last 
November and to be completed 
later this year, pushes up feres 
by more than 35 per cent The 
increase now in its second 
phase, has already raised the 
fere for a return between Rome 
and Milan to L77.80Q (£35). 

At L59J27 per km, that Is still 
good value compared with else- 
where in Europe. Even after 
the final fare rise, Italian train 
journeys will cost less than 
half the European average. 

But in Italy the increases, 
which are part of an overhaul 
to improve quality, productiv- 
ity and, eventually, the 
finances of the Femme dello 
Stato (FS), Italy’s national rail- 
way system, run the risk of 
creating expectations which 
may not be realised. 

For decades, the FS has been 
a bywort for inefficiency, over- 
staffing and political manipula- 
tion - not to mention corrup- 
tion that triggered the mass 
resignation of its board of 
directors after revelations of 
inflated purchasing contracts 
for bed linen in 1988. 

The FS remains a massive 
guzzler of cash - subsidies 
were L9,557bn in 1989, while 
direct contributions from tbe 
state for capital Investment 
were a further L6,000bn. 

For the past year, the task of 
supervising the planned trans- 
formation of the FS into a com- 
petitive system has been left to 
Mr Lorenzo Need, a former 
chemicals industry boss. 

Like his predecessor, Mr 


Mario Schlmbernl former bead 
of the Montedison chemicals 
group, Mr Necci carries the 
title of “special administrator", 
reflecting the powers with 
which he must set the railways 
straight 

Mr Schimberni, who fought a 
running battle against frac- 
tious unions and not always 
symp athetic ministers, few the 
foundations for the more mar- 
ket-minded organisation now 
emerging. 

The traditional problem for 
the FS has been that most of 
its revenue comes from just a 
tiny proportion of its network, 
saddling it with huge fixed 
costs. Even today, 2Q per cent 
of the network accounts for 80 
per cent of traffic. 

So while a bloated workforce 
runs barely -used lines in some 
parts of the country, severe 
bottlenecks based on inade- 
quate infrastructure throttle 
demand elsewhere. 

In April 1990, the govern- 
ment came up with a 10-year 
L100,000bn-plus investment 
plan to update the system. 
Spending for the first 
L3O,00Qbn phase for 1991-92 has 
already been allocated. 

The aim of the overhaul is to 
increase not only passengers, 
but also freight As matters 
stand, the FS has a market 
share of little more than 10 per 
cent in both fields, well below 
its European counterparts. 

Hand in hand with new 
investment goes an unprece- 
dented package of labour cuts. 
In tbe past six months, 25,000 
jobs have gone from the FS's 

208.000 workforce. A further 

15.000 redundancies are 
planned before the end 



Long a byword for inefficiency and overstaffing, the FS is bound for a transformation 


of the year. 

According to Mr Need, the 
FS needs three to five years to 
become “healthy” in the sense 
of offering productivity compa- 
rable with other big European 
networks. 

Reducing manpower is “the 
first thing” to be done, he says. 
He won't talk numbers, but 
around 18,000 jobs could be 
slashed if all Italy’s level cross- 
ings were automated, for 
instance. Numbers would also 
fall were specialised 
activities to be spun off into 


separate companies. 

Meanwhile, a change in the 
legal status of the FS from a 
cumbersome public-sector 
agency to an enle ecorumko, a 
more market-related organisa- 
tion, is in the process of being 
approv e d by parliament. While 
that has won widespread 
applause, views differ on open- 
ing the railways to private cap- 
ital 

Mr Necci has already 
received approval from the 
government to develop a new 
high-speed rail network jointly 


with private-sector inter- 
ests - a scheme accorded 
lower priority by Mr Schim- 
berni, who was hostile to pub- 
lic-private co-operation. 

The L30,000bn project, in 
winch the FS wfil have a 40 per 
cent share, with the remainder 
being financed hy a consortium 
of banks, will link Turin with 
Venice and Milan with Naples, 
making up tor years of indeci- 
sion mismanagement and 
allowing Italy at last to catch 
np with similar schemes in 
France and Germany. 


Despite tbe new harmony 
between the government and 
Mr Need, there are still a num- 
ber of obstacles on the tracks. 
Allowing a private-sector con- 
sortium to build a new Milan- 
Genoa high-speed link is the 
most prominent, with growing 
signs of a split between the FS 
and the transport ministry 
over the degree of Indepen- 
dence to be allowed to the pri- 
vate sector. While the FS feels 
it should have ultimate respon- 
sibility, the transport ministry 
seems willing to give the pri- 
vate consortium greater lee- 
way. 

- Further difficulties may alnn 
lie ahead on the labour front 
Union agreement last year for 
the first 25,000 lay-offs came at 
the cost of a LBOObn early-re- 
tirement scheme and a gener- 
ous ahove-inftatinuaiy pay and 
conditions package for remain- 
ing staff. 

The deal, which was widely 
criticised by private-sector 
employers, means that overall 
salary costs for FS will rise 
this year, despite the lower 
numbers employed. 

Reaching agreement on the 
15,000 redundancies still sched- 
uled for 1991 may prove diffi- 
cult given the pressures facing 
the government to control pub- 
lic-sector spending. And if 
planned reform of the state 
pension system takes place, 
the FS could find itself again in 
the front line of industrial 
action. 

With union opposition to 
public spending cuts rising, the 
chances of renewed unrest on 
the railways after a period of 
relative peace is looming 


Ambiguity clouds idea of pan-Europe confederation 


By lan Davidson in Paris 

PRESIDENT Mitterrand’s proposal for 
a pan-European confederation comes 
out of his belief that Europe, after Its 
liberation from the Soviet Union, 
needs a new unifying structure to 
establish political Zinks between east- 
ern and western Europe. 

But the range of nationalities repre- 
sented at this week’s conference in 
Prague to promote the Idea, indudes 
Americans, Russians and Japanese, 
implying that the vagueness of the 
original suggestion made on New 
Year's Eve 1989, not long after the fell 
of the Berlin Wall is being exacer- 
bated by an extra dose of ambiguity. 

The French government had hoped 


to restrict this week's guest list to 
Europeans, even though President 
Mitterrand’s original suggestion had 
been partly inspired by the Helsinki 
agreement, which includes the US as 
well as the Soviet Union. 

But the Czechoslovak government 
- whose President Vaclav Havel is 
co-sponsoring the three-day confer- 
ence attended by 150 prominent inter- 
national personalities - insisted that 
the Americans should not be 
excluded. One reason was that they 
did not want to offend the Americans; 
another that they did not want the 
project tor a purely European confed- 
eration to be transformed into a sub- 


stitute for membership of the Euro- 
pean Community. 

President Mitterrand has said that 
the principal qualification for mem- 
bership must be the commitment to 
democracy. But he has repeatedly 
made clear that , In his conCQrtion, 
this “confederation” should not be 
intended to supplant the existing 
European Community of the Twelve, 
which must indeed become more inte- 
grated. Beyond that, however, he has 
not so far spelled out what be t hink s 
a European confederation should do 
or how it should do it. 

No conclusive answers to these 
questions will be supplied by this 


week's conference, since the partid- 

S ts are independent personalities 
l various walks of fife, not gov- 
ernment representatives. But tbe sub- 
jects of the five working groups to 
which they have been assigned - 
energy, environment, communica- 
tions, movement of people, and cul- 
ture - give some idea of the varie- 
gated collection of functions 
envisaged by the sponsors. 

French officials draw a parallel 
between this week’s Prague confer- 
ence, and the 1948 European Congress 
in the Hague, which led to the estab- 
lishment of the Council of Europe and 
later to the European Community. 


President Mitterrand was himself one 
of the participants at the 1948 con- 


But some people suspect that Presi- 
dent Mitterrand's idea does not at this 
stage go any farther than a pious 
belief that there must be many areas 
which should be suitable for ad hoc 
co-operation between European gov- 
ernments, and which when added 
together could be celled a confedera- 
tion. 

What is evident, however, is that he 
does not envisage anything for the 
confederation which could restrict or 
infringe on the ambtltons of the Euro- 
pean Community. 


Walesa calls 
for increase 
in powers 

By Christopher Bofcfoefcf 

POLAND'S president, Hr Lech 
Walesa, has called on pariia- 
ment to give the government 
special legislative poWera for a » 
year to “regulate economic 
matters”. 

According to Mr Slawomir 
Siwek, a presidential aide, tbe 
move is intended to help the 
government operate more 
quickly to solve economic 
problems; controversially, it 
would involve by-passing tbe 
legislature in certain key 
instances. 

Parliament could well resist 
the proposal, which would 
require a special law to be 


The decision to seek.speclal 
powers for the government 
comes one day after Mr Wal- 
esa finally vetoed a draft elec- 
toral law prepared by parlia- 
ment He said the draft law 
was unclear to voters and 
would prevent the emergence 
of political stability. 

A two-thirds majority is now 
required in the Sejm, parlia- 
ment’s lower chamber, for tbe 
veto to be overruled and the 
draft to become law. 

Yesterday, it remained 
undear which economic issues 
would be regulated under the 
new special powers. 

Government officials have 
said that taxes, the budget and 
privatisation issues would be 
excluded from the proposed 
new powers and would remain 
folly bn parliament’s hands. 

The present government has 
recently taken to complaining 
that its initiatives are being 
held op by parliament; Mr Jan 

Krzysztof BleleckL the prime 

minister, seems to approve Mr 
Walesa's idea. 

Parliament has passed 174 
new laws in two years, and 
107 drafts are going through . 
both chambers at the moment. - 
Some 25 of these are draft 
laws prepared by the govern- 
ment and not all are connected 
with the economy. 

• A delegation representing 
Poland’s 200 air-traffic con- 
trollers is to see Mr Walesa 
today. 

The controllers suspended a - 
strike, in support of higher 
pay and reforms, after 10 
horns on Monday following a 
request from the president. 

He -made appeals to the . 
strikers instead of signing 
call-up papers for the control- 
lers which would have brought 
them - under military com- 
mand. 
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i,N urged Mubarak warns Shamir of rising Arab frustration 


to reform 
its aid 
structore 

By Robert Taylor t 

In Stockholm.. 

THE : NORDIC -• . • countries 
yest£rday caJied te Mr Javier 
Krez de Co^fiar. jthe United 
Nationseecretary-general, to 
appoint -a f£dl-time famine 
relief co<a$nafot for the Horn 
of. Africa. v: ... 1 ; ‘ . 

the initiative - which.' has 
the support of the European 
Community -•.. comes from-the . 
Swedish Foreign lfinistry. lt 
reflects a. Nordic desire' for 
reform/ of ^tha UN’s develop- 
ment wink.. A growhm immber 
of countries; Including Ger- . 
. many , . and- Japan. - have 
expressedtheJr support for the 
proposal*' 

These aim to make the UN’s 
•„ development work •. “more 
transparent, responsive and 
accountable!*, says Ur Bengt 
Save-Soderbergh, a- Swedish 
Foreign MbJtetry.afBciaL and 
coauthor of- a mpQrt:mr UN 
reform. / -. I-.- 

.The Nradic group is highly 
critical efthe way the UN con- 
ducts its aid. work. It asserts 
that the response to the after- 
math of the Gulf wspr produced 
“an unacceptable delay” 
becauseof a lade of coordina- 
tion between the^ DN organisa- 
tions involved. 

“All too often, information 
from the UN agencies- reaches 
the memberstates foolate, and 
is formulated in such a way as ■ 
to cause confusion as .to the 
actual relief needs and the 
organisations through which 
assistance should be chan- 
nelled,” the group gays. 

ft complains that the Office 
of (he UN Disaster Relief Coor- 
dinator is ftoo broad* and the 
organisation is not performing 
the functions laid down to its 
mandate: 

But the group, also criticises 
foe fact -that UN organisations 
have “virtually no reserve 
ftmds for speedy measures?. 

The Nfadfcgroup revives the 
Mea of qn disas- 

ter relief insurance system first 
Hooted ID years ago% a group 
teUppsafe University. 

ft says the UN% activities to 
this area have spawned a 
diversity- of foods, progra m mes 
and. organisations. 

The result is a fragmented 
structure, _ 


By Rdgar Matthews and Tony Walker in Cairo 

PRESIDENT Hosm Mubarak of Egypt, 

■ in some- of his toughest criticism yet 
of the Israeli leadership, yesterday 
accused Mr Yittoak Shamir, Israel’s 
prime minister^ of undermining cur 
rent Middle .East, peace efforts and . 
described Itfs attitme.as “shocking”. 

In an ezdoslve interview with the " 

Financial Times; Mr Mubarak said 
that ,Areh -frustration with Israeli 
mtrtesigence oh the peace Issue was 
mooting wlsCLe . hope of progress 
towards a settlement was receding- 
■ "jfo Shamir win get very angry if I 
speak frankly. Fm not against Mr Sha- 
mir -lint T*m telling him that I cannot 
Jdst at herei Bke this and applaud.' 
white he is- saying no to exchanging 
fetid for peace, do for this, no for that 
list us be .flexible if we want peace to. 

'prevail -.7 

- “You keep the land and 

have peac8. it is impossible." 

The Egyptian -president called for 
sm- immediate “confidence-building" Munarajcsi 
moratqpStun on Israeli settlement the modern 
-activitaste ’the occupied territories, opposed to 1 
and sam^hat unless progress towards and disappe 



Mubarak says toe Israeli leader’s attitude is undermining M id d l e East peace talks 


the moderate bloc to the Arab world 
opposed to Iraq, said he was surprised 
and disappointed that after toe con- 


achieved soon another crit- ‘ ffict bad subsided Israel had been 


■ jeal opportunity would be lost 
• “Contenting to build settlements 
vlndicatBS- that there is no hope for . 

- solving irae problem. It suggests that 
Mr . Shamir is not intending 
to. . .feiyei) Palestinians their rights. 
This is 'very cohtradiidafy,. shocking 
and gtaea nqhope for the flitare” hi 
declared in a wide-ranging interview 

- conducted at the Tahrir Palace in 
Criro.~ 

Mr Mubarak, who emerged at the 
outset of the Gulf crisis as a leader of 


unwilling to show greater flexibility. 

Mr Shamir hy? said repeatedly that 
Israel is not willing to yield one inch 
of t err itory seized in toe 1967 war, 
farinrfing the WestBank, Gaza Strip, 
East Jerusalem and the Golan 


Mr Mubarak’s stem remarks came 
as Mr David Levy, Israel's foreign 
minister, left for the US to explain the 
Israeli rejection of a compromise pro- 
posal aimed at breaking the stalemate 
on Middle East peace talks. 


President George Bush, in a letter 
to Mr last week, had urged 

hhw to allow the United Nations to 
play a minor role to a proposed Mid- 
dle East peace gathering, and to agree 
to the conference reconvening at six- 
monthly intervals to review progress. 

Bui -Mr Shamir, to a written reply, 
rejected Mr Bush’s appeal and added 
new conditions for entering peace 
taUnt , saying Israel would insist on 
the right to veto Palestinian negotia- 
tors. 

Mr James Baker, the US secretary 
of state, has visited the Middle East 
four ti wies since early March to an 
effort to carry forward the peace pro- 


cess, but has made little progress. 

Both the US and its moderate Arab 
friends have been urging President 
Hafez al-Assad of Syria to be as flexi- 
ble as poeeUilo on terms for a peace 

ennfenen c e . Damascus has insisted on 

UN involvement to a proposed confer- 
ence and for the meeting to perform a 
supervisory role - conditions which 
Israel rejects. 

Asked whether Syria was willing to 
be more flexible and thus avoid blame 
should the process fell, Mr Mubarak 
nfliri- t fhtnV Syria understands this 
and is moving towards much more 
flexibility, but on the other hand flexi- 
bility is n eed ed from Mr Shamir, 


especially from Mr Shamir.” 

Pressed on the question of whether 
Syria itself was really committed to 
peace, the Egyptian leader, who has 
been in frequent contact with Presi- 
dent Assad, replied: “I'm sure that 
Syria is ready for peace, but it has to 
be on a (air basis. Syria fears that it 
may make concessions and Mr Sha- 
mir would never respond He would 
just take the new concessions, put 
them to his pocket and never give 
anything to return.” 

On the vexed question of UN 
Involvement in the proposed peace 
conference. Mr Mubarak said: “Look, 
the peace conference will be based on 
[UN Security Council ‘land for peace’ 
Resolutions] 242 and 33$ . - . so 
whether we like it or not the UN will 
be one of the important factors to the 
peace process.” 

Mr Mubarak warned that unless 
progress was made towards peace by 
the end of the year, ttme will have 
ran out 

“The elections of the US president 
starts and everybody will be busy so 
toe curve of the peace process will go 
down again,” he said. 

However, Mr Mubarak refused to 
speculate on the possible Egyptian or 
wider Arab response to a collapse of 
the process. 

No Egyptian criticism, however, 
seems likely to be directed at Wash- 
ington. Mr Mubarak singled out Mr 
Bush and his administration for 
praise, saying that “President Bush is 
doing the maximum and his adminis- 
tration is one of the best administra- 
tions as far as 1 can remember.” 


UN adopts tough line on Iraqi sanctions UK links hostages to 

By Michael Littlejohns, UN Correspondent in New York 111 ftpirilf 

C A Wfirf AWO ■>.<»« ha' nnanHnne ho ohn rannrt m rwnorflcc hv Up WfOTm ftllS Rm^ t il T k J tmVUw kll Ul 1 


SANCTIONS must , be 
maintained against .Iraq .as 
Tortg as president SmMatn Hus- 
sein fails to comply Miy with 
United Nations cease fir e terms, 
' to e Se curity Council agreed 
yesterday.' 

During the first full-scale 
review of the situation 60 days 
. after flie truce ending the Gulf 
' war went into, effect, western 
PTAmhwra voiced concern that 
Iraqi fences might be preparing 
an offensiveagainst Shia Mos- 
lem civilians who have sought 
refuge to marshlan d in the 
south of toe country. 

Tehran radio said yesterday 
that 100,000 Iraqi troops woe 
preparing an alfout offensive, 
including aerial and amphibi- 
ous txreanYt^ against hundreds 
of thousands of Shia refugees. 

The reports, which followed 
Accounts of persistent 


hit-and-run operations by 
armed rebels a gainst gov- 
ernment forces in Basra, could 
not be independently 
confirmed. 

Sir David Hannay, the UK 
delegate, criticised Iraqi 
antiniwH winia t-ha ceasefire, call- 
ing Baghdad’s performance 
“far from encouraging”, with 
serious issues of non-compli- 
ance still remaining. He again 
raise d the case of the detained 
Britons Mr Douglas Brand and 
Mr Tan Richter, saying that the 
seizing ' of- Mr Brand was “a 
particularly fla grant v iolation" 

of UN resolutions. 

“We will be heavily influ- 
enced to our approach to sub- 
sequent reviews by the Council 
of sanctions, by the Iraqi atti- 
tude to the release of both 
men,” Sir David said. 

He nailed far a comprehen- 


sive report on progress by Mr 
Richard Foran, a rtanarfinn spe- 
cial envoy of the UN who is 
trying to get Iraq to return sto- 
len p rop e r ty . It was inexplica- 
ble that stole n gold , foreign 
currency and aircraft were still 
being held, toe British repre- 
sentative aatd 

Referring to the problems In 
southern Iraq, he said the 
establishment of a humanitar- 
ian UN centre to Basra might 
«had more ligh t on that situa- 
tion. 

As a UN team of experts con- 
tinned a five-day on-site 
inquiry into Iraqi chemical 
weapon stock in Mulhanna, 
north-west of Baghdad, the 
Iraqi government yesterday 
rejected liability for the cost of 
destroying these weapons, 
which according to some esti- 
mates could be as high as 


$200m (£115. 6m). 

However, in a letter to the 
UN, the government said it 
was ready “by its own efforts 
to destroy or render harmless 
the «dd weapons”, adding that 
it had the expertise and techni- 
cal facilities. 

Mr Robert Galucd, vice- 
chairman of toe special com- 
mission of inquiry said that 
the proposal could be pursued 
if the materiel could be 
destroyed under proper 
supervision. 

Beater adds from Baghdad: 
Iraq said yesterday an agree- 
ment between President Sad- 
dam Hussein's government and 
Kurdish rebels would be 
announced shortly, bnt gave 
no indication what form it 
would tain*. The Hafanm minis- 
try said a statement would be 
iskied “soon”. 


Manila to negotiate new loan 


By Grog Hutchinson In Manila 


THE Philippines plana to 
negotiate* f&Qnt to 9U» loan 
package from the World Bank, 
the.' Asian Development Bards, 
the Japan Export-Import Bank 
and the. Overseas Economic 
Co-operation Fund (OECF). 

alan nf -Tim m, 

Mr Jesus Estates I&o, the 
Philippine finance secretary. 


and would he focused. an the 
dovutopment of the private sec- 
tor tbrough HK& ana beyond. . 

The first of such loans , was 
provided to the 1980s before 
President Corazon Aquino 
came to power, although its 
; thrust was less private-sector 

Mr' Estanialao described the 


told reporters 7 yesterday that intended loan as the adminis- 


toe new loan would be .similar 
to the 1986 $300m World Bank 
economic recovery-' loan, 
funded equally by Japan’s 
gvimhanir and the Asian 
Development IBank. 

- The intended " fresh ; loan' 
would; In. effect be the third 
structural adjustment facility 
granted by the World Bank, 


(ration’s “send off” to the 
incoming government after 
presidential .elections next 
Hay. The loan would require a 
broader pursuit of economic 
reforms, .torindmg the liberal- 
isafton of investment and trade 
ffgiMnni , accelerated priva- 
tisation, deregHfciflnn of oil pri- 
cing and farther reforms in the 


duty collections system of tire 
Customs Bureau. ■ 

The programme would seal 
ther .privatisation of ' the 
National Steel Corporation, the 
Philippine Phosphate Fertiliser 
Corporation and the Philippine 
Associated Smelting and Refin- 
ing Corporation. 

Three others, for which no 
decision had previously been 
made - namely. Senrirara Coal 
Corporation, the North Davao 
Mining Corporation and the 
Metro Manila Transit Corpora- 
tion - would also be sold to 
t h*» p ublic. 

The IFC, the investment arm 
of the World Bank, would rec- 
ommend how the latter three 
companies would be privatised. 


Pro-western army chief 
appointed in Pakistan 


WEEKS of intense speculation 
finally ended as Pakistan’s 
President flhniam ishaq Kban 
yesterday appointed Lt-Gen 
Asif Nawaz Janjua as new 
army chlef-of-ataff, writes Far- 
han Bokaari to Islamabad. 

The pro-western general will 
replace Gen Mirza Aslam Beg, 
who took over as the army 
chief «fb»r General 2Sa-ul-Haq 
was killed to an air crash in 
August, 1988. Gen Beg is due to 
retire in August and has 
denied that he would seek to 
extend his tenure. 

The issue of toe army chiefs 
appointment has attracted 
much attention to the local 
press and during private dis- 


World Bank patient with a chance 

Tony Hawkins on Zbhbabwe’s move to take the adjustment medicine 

F EW of the - 30-odd .tefr .. ■■■ - ■ ■ ■ ' . higher revenues from customs 

Saharan African conn- Zimbabwe . dn ties as tariffs replace import 

tries that -.have — ~:r — — — • — : — controls. Cutting public spend- 


F EW of toe . SOodd sub- 
Saharan African coun- 
tries ~ that -.have 
embarked on a {World Bank 
structural ^adjustment pro- 
gramme have . dime so with a 
better chance of success than 
Zimbabwe, the latest govern- 
ment to the region, to, start tak- 
ing the Worid Bank medfcfnft 
- Zimbabwe has many of the 
qualities necessary .for policy 
reform to work; fts infrastruc- 
ture has not been run-down as 
to Ghana, Mgeria; Tsnzania or 
Zambia. After South Africa and 
Nigeria it has the strongest pri- 
vate sector in toe region and a 
relatively sophisticated indus- 
trial base. . 

.—It te not a mono-economy 
dependent on a stogie crop or 
metal, nor is. its debt burden 
overwhelming, while its 'skills 
-bate Is stronger toan almost 
anywhere on the continent. 
Above aU. it has not yet stto- 
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exports (to US dollars). 

Export tomes this year are 
almost totally dependent on 



-1985 86 87 88 89 90 


help curb an inflation rate 
which is already above 20 per 
cent on official figures and 


tobacco; so far this season, leaf Closer, to 30 per cent an unoffi- 
prices, in US dollars, are 50 per dal estimates 


cad above last year’s levels, 
bnt some merchants doubt 


combed to the aid addiction', whether this can. be sustained, 
that te undermining private ■ warning that when the US auc- 


Ihitiatiw to so many African . 


Wbetoer these strengths will 
be enough for Zimbabwe to 
succeed ^ramaibff to- be seen. 
After toe go4t-aiohe. reform 
plan' of JHfr .BeirnajS.Chldzeri^ 
finance mtoixlw; a^terted 
late last year, w,pwgranime 
was ralauncmd-^rtto sSspog 
World Bank bac^ffiftareh. 
At a meetoig in Vim, 


of toe five-year programme, 
which eurisages trade sbmaite' 
ation, an did to price controls. 


tkms open earty next month 
Harare prices could feO. ■ 

. To dose a widaiing fordgn 
wetomgft gap,, bridg in g loans 
are being 7 arranged with Bar- 
clays and Standard Chartered 
banka- But even with this 
costly wMnmer cial ; ftmding jn 
place; the targei of liberalising 
trade to the point wtoe 30 per 
cent of imports' ate on open 
licence by toe';rad;<j 1991 is 
teoking increasingly out of 
reileh. . ,.’.l 
ifissiiig tills target would be 
disappointing but far less sed- 


' The danger is that when 
interest rates are raised, they 
will not go high enough 
because the government is 
wary of the political conse- 
quences - especially among 
tbousteds ofhomeownas with 
large mortgages. Meanwhile, 
consumer demand is buoyant, 
house and stock prices nave 


higher revenues from customs 
duties as fariffa replace import 
controls. Cutting public spend- 
ing will be a formidable task 
again st a background of rapid 
inflation, escala ting unemploy- 
ment - rising from around 
250,000 at independence a little 
more than 10 years ago to an 
estimated 1.25m - and the 
need to provide drought relief, 
set against mounting political 

diBMtliif flc tfnn 

Confidence in the pro- 
gramme is not being helped by 
persistent rumours that Mr 
Chidzero, architect of reform, 
may not see the process 
thr ough. Even if he fatis in. his 
bid for the post of sec- 
retary-general of toe United 
Nations, due to be decided 
later this year, he is thought 
anxious to leave his post 

With no elections due until 
1995, there is much to be said 
for vigorous early action, in 
the tome that the worst will be 
past by then. 

Above all, there is South 
Africa. It Is dear that future 
economic decisions about 
investment and markets in 
southern Africa will be made 
regionally: South Africa holds 


soared and there are all the 'most of the aces - the larger 
signs of_a consumer -led boom, market, the benefits of scale 


deregulating t)» financial ays-,: . ous, than a failure to get to 


tent, and redudog the b ud g e t -.grips wK 
deficit. ' 8»budge 

But. teat money has pot yet— oousuftati 
stated to flow, >Wte «pcrts . was. evi 
- other than . tobacco - - are dooms w 
under-performing. Depressed bafawe’s 
metal prices abed a. terfoos " . reform- *1 
drought are threatening: the tary. and 


grips wtto both Inflation and 
the budget deficit: At toe Paris 
consultative group meeting, it 
was. evident that several 
donors vat sceptical ^of^ Zim- 
babwe's commitment to 
reform- Tightening the mone- 
tary, and" fiscal stance would 


projected;* pier cent growth fti\ masters doubtful dooms and 


. whidi is ynst what toe country 
does/sot need. 

Ddndrs will be. watebing the 
July budget even more closely 
them interest rates to see how 
for and fast Mr Chidzero is 
: moving, to' trim the budget defi- 
cit and retrench civil servants. 
He is committed to halving the 
budget deficit to 5 per emit of 
gross domestic product ‘and to 
shedding 26fl00 public service 
jobs (a quarter of the total) by 
199*45. 

■ With the programme calling 
for lower tax rates, the burden 
of deficit reduction will fell an 
spending cuts, supported by 


economies, more advanced 
technology, deeper and broader 
industrial dusters, and a supe- 
rior infrastructure. 

. The longer Zimbabwe pre- 
varicates, the greater the prob- 
' ability toa* its effor ts to diver- 
sify and expand exports of 
manufactures will be frus- 
trated by aggressive South 
African competition. 

Since the. growth of non-tra- 
df ttmal exports is crucial to 
■ toe success of reform in Zim- 
babwe, Harare must steal a 
march on Pretoria whi le t he 
South Africans are preoccupied 
with internal politics. 


cessions among politicians, 
amid speculation that Gen 
Beg’s term of office would be 
extended. 

Gen Janjua’s appointment 
appears part of an effort to 
strengthen ties with the US. 
Talks between the two sides 
started in Washington yester- 
day, aimed at preventing a fur- 
ther deterioration in relations 
over the nuclear issue. Hala- 
tions between Pakistan and the 
US have been damaged by the 
cut-off of US economic and mil- 
itary aid, and Gen Beg^s anti- 
western statements (luring the 
Gulf war. Pakistan sent 11.000 
troops to Saudi Arabia as part 
of the allied forces. ■ 


Buthelezi 
denies arms 
allegations 

By Pattf WakJmeir 

in Johannesburg 

CHIEF Mangosuthu Buthelezi, 
leader of the mainly Zulu 
Inkatha Freedom party, has 
denied allegations that the 
South African Defence Force 
has provided funding and 
weapons to his party as part of 
a strategy to weaken his politi- 
cal rivals, the African National 
Congress (ANC). 

Newspaper reports bad ear- 
lier quoted a former member of 
South African military intelli- 
gence, Mr Nice Basson, as say- 
ing that the SADF bought 
AK-47 rifles and used them to 
arm Inkatha. He alleged that 
the violence which has left 
some 1,800 people dead since 
August in the Johannesburg 
area had been deliberately 
orchestrated by the SADF. 
That violence has often pitted 
s u ppo rte rs of Inkatha against 
supporters erf the ANC. 

The strategy behind the vio- 
lence, he said, was to create 
ethnic divisions, and to boost 
support for Inkatha as a poten- 
tial moderate aitiawro partner 
with toe ruling National party 
in the first post-apartheid 
elections. - . 


MR Douglas Hogg, the British 
foreign office minister, yester- 
day linked foreign investment 
in Lebanon to freedom for the 
western hostages, AP reports 
from Beirnt 

Mr Hogg told reporters: 
“Clearly what this country 
needs is investment, confi- 
dence, people coming back to 
invest here. And that inevita- 
bly will not happen until an 
hostages are released.” Before 
the release of the hostages, Mr 
Hogg said, “there wfll not be 
the confidence among the 
European people to come back, 
or the Americans, or even your 
own expatriates. So it’s very 
important for the interest of 
Lebanon and the people of Leb- 
anon that this problem be 
solved.” 

Earlier, toe minister met 
Lebanese government leaders 
on toe third day of his mission 
to ^secure the freedom of hos- 
tages held in Lebanon. Mr 
Hogg held separate talks with 
President Elias Hrawi, a Maro- 
nite Catholic; the prime minis- 
ter, Mr Omar Karawii. a Sunni 
Moslem; and Mr Hussein Hus- 
seini, the house speaker, and a 


election 

resumes 

By David House go 

in New Delhi 

POLLING resumes in India's 
general election today with 
the Congress party widely 
believed to have improved its 
position after Rajiv Gandhi’s 
assassination. 

Though Congress seems cer- 
tain to emerge as the single 
largest party, it is likely to 
need support - most probably 
from the communists - to 
form a government. 

The test day of polling was 
on May 20 when voting took 
place for 204 of the 510 seats 
being contested. After Mr 
Gandhi’s death on May 21 vot- 
ing was postponed for three 
weeks in the remaining con- 
stituencies. 

President k Venkataram 
took the unusual step on Sat- 
urday night of appealing on 
television for a free and fair 
poIL “Parties that gain power 
through malpractices wfll not 
get the co-operation of the peo- 
ple," he said. 

His strongly worded state- 
ment was intended to prevent 
toe widespread violence and 
ballot rigging which occurred 
on the first day of polling 
when 100 people died and vot- 
ing was cancelled in five con- 
stituencies because of malprac- 
tices. 

But Hr Venkataram’s 
remarks were also seen as a 
sign of the president asserting 
a greater rote for himself at a 
time of great political fluidity. 
He has been widely criticised 
for taking the initiative in pro- 
posing a national government 
and even the cancellation of 
the election. 

Since Mr Gandhi's death, 
public interest in the cam- 


Shia Moslem. After his one- 
hour talk with Mr Hrawi, Mr 
Hogg said: “We discussed the 
question of all the hostages, 
particularly the British hos- 
tages. ft was a helpful meet- 
ing." 

He also was scheduled to 
meet the foreign minister, Mr 
Fares Bweiz, before travelling 
on to Syria today. 

Mjggirig in T-phanon are six 
Americans, four Britons, two 
Germans and an Italian. 

Most of them are believed to 
be held by pro-Iranian Shia 
Moslem factions. 

■ Israel’s ambassador to Lon- 
don said yesterday that his 
country is prepared to 
exchange its Arab prisoners for 
the western hostages and 
Israeli prisoners held in Leba- 
non. Mr Yoav Biran told BBC 
television that Israel Is ready 
to enter negotiations to make 
the swap. 

Mr. Biran said that Israel 
would be willing to exchange a 
number of Palestinian and 
Arab prisoners for the seven 
Israelis missing in action in 
Lebanon and the 13 western 
hostages. 


Hong Kong 
warns UK 
over boat 
people 

A DELEGATION of Hong Song 
legislators yesterday warned 
Mr Douglas Hurd, toe British 
foreign secretary, that toe col- 
ony could face an outbreak of 
violence in refugee camps if 
steps were not taken rapidly to 
stem toe growing inflow of 

Vietnamese boat people, writes 

Robert Mauthner, Diplomatic 
Editor. 

The legislators also warned 
Mr Hurd that if nothing was 
done to improve toe situation 
they might vote later this year 
to repeal the law of first asy- 
lum, under which the boat 
people are allowed into Hong 
Kong. This conld provoke a 
constitutional crisis between 
toe colony and Britain. 

Tamils offer 
peace talks 

Tamil rebels yesterday said 
that they were ready for peace 
talks to end the eight-year 
civil war and suggested negoti- 
ations in Europe. AP reports 
from Colombo. 

The offer came one year 
after the Liberation Tigers of 
Tamil Eelam, the rebel miiitta, 
broke a ceasefire and resumed 
their civil war against the 
army. “The LTTE is showing a 
willingness to take part in 
direct, unconditional talks 
with toe Sri Lankan govern- 
ment," said Mr Lawrence Thi- 
laker, a Tamil spokesman. 

Ethiopian port 
road reopens 

Forty trucks carrying fuel, 
relief supplies and fertilizer 
from toe Red Sea port of Assab 
headed to Ethiopia's capital 
yesterday following the 
reopening of a vital road link- 
ing Addis Ababa and the 
coast, AP reports from Addis 
Ababa. 

The port, 400 miles 
north-east of the capital, is 
crucial to the deliver; of relief 
supplies for many of the 
nation's estimated 7.3m 
drought victims. 

Fears of coup 
grow in Fiji 

Fiji's military yesterday 
ordered 3,000 reservists to 
report to their bases, raising 
fears of a third military coup, 
Reuter reports from Suva. 

The order, broadcast on 
state-owned Badio Fiji, fol- 
lowed a call last Satmtiay by 
Fiji’s military forces com- 
mander. Maj-Gen Striven! 
Rahuka, for tire interim gov- 
ernment to resign. 






A Bombay family makes its way through the streets 
yesterday during heavy monsoon rains which have 
killed at least 44 people 


paign has dwindled - as baa 
the violence. The big exception 
is the Punjab which goes to 
the polls separately on June 22 
and where 20 candidates have 
been kilted since the campaign 

began. 

Polling will take place today 


in 113 constituencies in 13 
states. A further 180 seats are 
being contested on Saturday. 

A moderate to low turnout 
is expected today and on Sat- 
urday, with toe risk of mon- 
soon rains also likely to deter 
voters in toe sooth ted west. 


HYANA/R 

LONDON STANSTED 

DAILY TO I 

FLIGHTS MUNICH 

PHONE RYANAIR ON 071-435-7IOI OR YOUR TRAVEL AGENT 


BUSINESS 

CLASS 




- n« wgH -■ — - -J '.s— t— - rr— s-.'-'J- 







^FINANCIAL TIMES WEDNESDAY JUNE 12 1991 

UK NEWS 


UK plans to 
accelerate 
changes on 
insurance 
in Europe 

By David Waller 

BRITAIN will use its 
presidency of the European 
Commission next year to speed 
up the Implementation of a 
European agreement on the 
liberalising the market In life 
insurance services. Hr John 
Redwood, corporate affairs 
minis ter said yesterday. 

Launching a consultative 
document on the EC's Third 
Life Insurance Directive, Hr 
Redwood said he welcomed the 
Directive’s intention to bal- 
ance prudent supervision for 
policy-holders with the need 
for an open market to give 
people choice- 

The directive, which will 
enable insurance groups to 
operate freely across the Euro- 
pean Community according to 
their home coon tries’ rales, 
was formally adopted by the 
European Commission in Feb- 
ruary this year and was 
described yesterday by Hr 
Redwood as “the last impor- 
tant single market measure 
proposed for the financial ser- 
vices sector”. 

He made it clear, however, 
that the UK would be taking a 
firm line in forthcoming nego- 
tiations to ensure that the 
market is properly liberalised. 

The government will seek to 
ensnre that customers’ inter- 
ests are looked after not by 
detailed regulation but by 
proper disclosure of the com- 
pensation arrangements avail- 
able to policy-holders. 

It also wants the measures 
of the directive to include: 
freedom for composite insur- 
ance companies to offer their 
services across the EC; the 
abolition of prior approval of ; 
terms of life policies by host 
state regulators, and; the 
avoidance of unduly restric- 
tive investment controls. j 

The government’s demands 
are likely to be challenged 
during the negotiations by , 
countries such as Germany I 
and Belgium, traditional oppo- 
nents of of insurance liberalis- 
ation. The UK's line will be 
that regulators should not get 
involved in investment judg- 
ments, but concentrate on the 
rales of prudence. 

Hr Redwood said the aim of 
the negotiations would be to 
reach agreement by the end of 
next year. 

The UK’s Presidency of the 
European Commission in Brus- 
sels in the second half of 1992 
would help in getting agree- 
ment, he said. 

European Commission Proposal 
for a Third Life Insurance 
Directive (The Life Framework 
Directive). Consultative Docu- 
ment 1991. Available from the 
Insurance Division, the Depart- 
ment of Trade and Industry, 
Room 818. 10-18 Victoria St. 
London SW1BONN. 


Major ready to 
compromise on 
monetary union 

By Philip Stephens, Political Editor 


MR JOHN MAJOR, the prime 
minister, confirmed yesterday 
that he expects to sign up to a 
compromise deal on a single 
European currency, but was 
careful to offer the anti-Feder- 
alist wing of his party some 
tough words on the pace of 
integration. 

The latest episode in his deli- 
cate balancing act over Europe 
came as a leaked memorandum 
from the right-wing Bruges 
Group suggested that he was 
ready to cave in to pressure 
from other European leaders. 

The “private and confiden- 
tial'' note signalled the start of 
a campaign by the group's sup- 
porters among Tory MPs to 
persuade Mr Major to veto 
plans for European economic 
and monetary union (Emu). 
Facing a strong attack from Mr 
Neil Kinnock, the opposition 
Labour party leader, in the 
House of Commons, Mr Major 
did little to conceal his irrita- 
tion with Mrs Margaret 
Thatcher’s sponsorship of the 
group. She became its patron 
after stepping down as prime 
minister. 

In response to Mr Kinnock’ s 
charge that the memorandum 
had exposed deep divisions at 
the heart of the Conservative 
party, Mr Major denied that 
there had been any shift in tbs 
government's implacable oppo- 
sition to the “imposition” of 
single currency. He repeated 
his view that the economic 
case for Emu had not been 
made by Britain's partners. 

The prime minister, how- 
ever, suggested that he had lit- 
tle power to veto an agreement 
by other states to press ahead 
with progress towards a single 
currency. He said also that the 
government would remain 
folly engaged in the negotia- 
tions for the rest of this year. 


Officials later reinforced the 
view that Mr Major is willing 
to accept a formula for Emu 
based on what has become 
know as the “Delors” compro- 
mise. The proposal of Mr Jac- 
ques Delors, European Com- 
mission president, provides for 
Britain to agree the treaty 
changes necessary for Emu but 
to defer to a fixture parliament 
a decision on Its participation. 
The government could then 
claim that there was no ques- 
tion of the “imposition'’ of a 
singit* currency. 

The message from the gov- 
ernment yesterday was that Mr 
Major regarded Britain’s influ- 
ence at the negotiating table as 
more important than its theo- 
retical right of veto. His view 
was that if that veto was exer- 
cised, the other ll govern- 
ments would simply bypass the 
Treaty of Rome and set up sep- 
arate arrangements for mone- 
tary nninn 

To avoid that B ritain is will- 
ing to discuss in the intergov- 
ernmental conferences the 
details of all stages towards 
Emu. That readiness sparked 
reports from other European 
governments that Mr Norman 
Lamont, the chancellor, had 
softened his position at a meet- 
ing of finance ministers earlier 
this week. 

Mr Major, however, remains 
determined to avoid being 
“bounced” into an immediate 
agreement on Emu at the Lux- 
embourg summit later this 
month. Officials insisted that a 
final decision on whether to 
accept the Delors compromise 
would depend on the details 
thrashed out In the intergov- 
ernmental conference in the 
second half of this year. “We 
are not putting all our cards 
face up on the table”, one com- 
mented. 


Lilley struggles to bloom as trade minister 

Ralph Atkins on the prospects for the politician entrusted with industrial policy 


M R PETER UUey. a 
trade and industry 
secretary described 
by opposition Labour predators 
and some Tory MPs as both a 
frightened rabbit and a rigor- 
ous intellectual, steps into the 
on-coming headlights . this 
week. - 

A milestone speech on com- 
petition policy today, a House 
of Commons debate on the 
recession tomorrow, and 
speeches to Welsh business- 
men and Tories on Friday, 
offer the opportunity to prove 
he is a political heavy-weight 
- or confirm the fears of a few 
Conservatives that he is a vic- 
tim of premature promotion. 

Mr Lilley, who is pushing 
through the privatisation of 
Britain’s Export Credit Guar- 
antees Department, has yet to 
prove to MPs that he has the 
stature - on top of his recog- 
nised mental prowess - 
required of a Cabinet minister. 

He looks far younger than 
his 47 years and critics say bis 
parliamentary performances 
have lacked flair or the confi- 
dence of an established parlia- 
mentarian. 

Sprung a year ago from rela- 
tive obscurity as a Treasury 
minister to replace the self- 
combusting Mr Nicholas Rid- 
ley, he joined the Cabinet 
when the government of -Mrs 
Margaret Thatcher was in dis- 
array. 

Now, with Mr John Major 
pinning hopes of electoral 
recovery on an economic 
upturn, his Thatcberite “hand- 
offs" policy appears misplaced 
to many Tories worried about 
the recession. “I do wonder if 
he is beginning to develop into 
a liability," said one usually 
earnestl y-loyal Tory back- 
bencher. 

Mr Lilley has so far left his 
imprint in strategic, but subtle, 
decisions. Foreign state-owned 
companies seeking to take over 
UK companies are being sub- 
ject to particular scrutiny 
through fears of “nationalisa- 
tion by the back door”. 





Aka Hwpar . 

Caught in the h eadlights: Peter Lilley (above) negotiates the traffic in Downing Street 


A farther exposition of the 
“Lilley doctrine” will come in 
his speech today. He has won 
plaudits from Tories for his 
stand on Gaft and in promo- 
ting, innovation. .... 

Mr Lilley feces, too, the pos- 
sibility of a takeover of Impe- 
rial Chemical Industries (ICI) 
by Hanson, the UK conglomer- 
ate, blowing into a political 
row to dominate the torpid 
atmosphere at Westminster 
this summer. 

He has taken a characteristi- 
cally non-interventionist 
stance. But one exasperated 
Tory with an ICI plant in his 
constituency said: “If he can't 
say anything for legal reasons, 
what is the DTI doing there?" 

Despite shared beliefs in 
nnfetterred competition, Mr 


UDay is a dif fe r e n t to 
his predecessor. Whereas Mr 
Ridley reportedly asked on his 
first day at the Deparment erf 
Trade and Industry, ."What is 
this building for?", Mr UUey 
has sought to define its role in 
a series cf speeches of which 
today's is the latest 

"He is determined to create 
his own policy and put Ms 
stamp on the department in a 
studied way, and not rush in 
because people have been criti- 
cal.” says Mr Michael GryUs, 
chairman of the Conservative 
backbench trade amd industry 
committee. 

Sir Giles Shaw, former 
industry minister, says: “He 
shows a capacity to learn and 
change and that is very wet 
come in a cabinet minister.” 


Even Labour agree that what 
Mr Lilley says is at least coher- 
ent; one official said his 
speeches, delivered by someone 
else, would make more head- 
way. 

Mr Lilley does not shy from 
Ms commitment to the Ideol- 
ogy of the deeply-Thatcherite 
No 'Turning Bade Group. 

The great weakness is in pre- 
sentation. In the House of 
Commons he appears nervous 
and unnecessarily brittle, as if 
caught in the glare erf an fast 
approaching car. While a Trea- 
sury minis ter he was rebuked 
by the Speaker after a bruising 
run-in with a Labour MP. 
Against Mr Gordon Brown, 
Labour's trade and industry 
spokesman and expert in politi- 
cal jousting, he frequently 


comes off worst “He just looks 
like a frightened rabWt," takt 
one Tory MP 

One Mend of Me Lilley 
admits Ids strengths, “do not 
lie in rumbustious bully- 
ing. . . he is a particularly 
quiet and reflective person. His 
strength has always lain in his 
intellectual rigour and -the 
courage with which he sticks 
to toe Use.” He colleagues say 
he is capable of picking up the 
finest of details and in detect- 
ing inconsistency. 

For some, his pom: Commons 
performances are irrelevant. 
“You rea fly can't judge a min- 
ister oh whether he is clubba- 
ble or not," says Mr GryUs. 
"What yon want is a minister 
who develops the right poli- 
cies .. He is not a man who is 
interested in the superficiali- 
ties of p olitical fife." 

But others privately believe 
Us reticence is hindering his 
career. He rarely socialises at 
Westminster, backbenchers 
complain. “He needs to show 
that he is a political animal, 
that be is friendly and warm,” 
yiid one ex-minister. 

Their concern is that if he 
cannot work with backbench 
colleagues, how will be be able 
to work with businessmen? 
“He has got to be able to go up 
to a chib of industrialists and 
say. Took you lot, pull your 
finger out,*' says one Tory 
backbencher. 

2b an extent Mr lilley suf- 
fers from working alongside 
like minded men. Mr John Red- 
wood; minister for corporate 
affairs, and Mr Edward I^fcgh, 
consumer affairs minister, 
have a similar No Turning 
Back Group ideology and a 
similar outwardly cold exte- 
rior. 

There is no dash- They do 
not have the long ears and 
politically -sens itive noses of 
other minist ers. To some at 
Westminster, it is as if they are 
more comfortable in the DTTs 
warren of offices, than open 
green benches of the Commons 
chamber. 


Mercury faces £189m in costs 

By Hugo Dixon 


British Gas threatened with legal action 

By Deborah Hargreaves 


MERCURY Communications 
claimed yesterday that it was 
feeing £l89m a year in extra 
costs because it was a new 
competitor to BT, the telecom- 
munication industry’s domi- 
nant player. 

Mr Peter van Cuylehbttrg, 
Mercury's chief executive, 
launched the concept that it 
was facing a “life-cycle deficit” 
as its latest attempt to per- 
suade Oftel, the industry regu- 
lator, not to press ahead with 
controversial plans to allow BT 
to charge competitors an 
access charge for using its 
local network. 

Oftel said Sir Bryan Cars- 
berg, its director-general, 
accepted that Mercury's argu- 
ment bad some validity. The 


expectation is that he will now 
modify his original proposals 
when he announces them in 
about two weeks but that he 
will not abandon them com- 
pletely. 

Mr van Cuy Ienburg said that 
Mercury faced a cost disadvan- 
tage vis-a-vis BT because it 
was a new competitor with a 
smaller market share. This 
meant, among other things, 
that equipment and capital 
cost more. 

He said that this life-cycle 
deficit should be set against 
BT's claim to be facing an 
access line deficit BT has 
argued that it Is at a disadvan- 
tage because it is not allowed 
by Oftel to increase its line 
rental charges by more than 


the rate of inflation, plus two 
per cent a year. 

Mr van Cuylenburg also said 
he did not believe BT's claim 
that its access line deficit was 
as high as £2bn a year. BT, 
however, said it stood by that 
figure. 

• BT, the telecommunications 
group, has set up a £3m seed 
capital fund to provide small 
amounts of equity and loan 
capital to new businesses in 
less prosperous parts of the 
UK 

The fond plans to provide 
amounts of between £50,000 
and £150,000 to fill a gap in 
fends available to small busi- 
nesses. It will take minority 
equity holdings in the busi- 
nesses it backs. 


COMPANIES planning to build 
two new power stations have 
issued writs against British 
Gas over its failure to agree 
gas supply contracts. 

At toe same time, Mr John 
Wakeham, energy secretary, is 
understood to have met Mr 
Robert Evans, British Gas 
chairman, to discuss toe power 
row which is threatening the 
government's plans for the 
development of greater compe- 
tition in the electricity genera- 
tion market. 

Mobil Oil and Eastern Elec- 
tricity, which are planning to 
build a joint venture power sta- 
tion in Essex, and Thames 
Power, a consortium which 
plans to build a station at Bar- 
king, London, have issued 


writs in the High Court against 
British Gas. 

These are largely a formality 
to maintain the companies 
rights in negotiations with 
British Gas. but they reflect 
growing impatience on the part 
of the power companies. 

“We are disappointed at toe 
lack of progress with the nego- 
tiations," a Mobil official said. 
“We made our expectations 
clear to British Gas and they 
haven’t responded: the ball is 
firmly in their court" 

British Gas was forced to 
enter talks with the two pro- 
jects by its regulator, the 
Office of Gas Supply, after it 
raised gas prices for new power 
projects by 35 per cant in 
March. Bat British Gas is wary 


of setting a precedent for other 
power pngects. s - - 

For this reason, the two 
power projects may be fenced 
to settle on gas at the new, 
higher price and recoup the 
difference in toe courts. 

The company raised the 
price of gas to s tifle an upsurge 
in demand from the newly-pri- 
,vati$ed electricity : .Industry 
' which it saw no prospects of 
supplying. British Gas has also 
issued a writ against its regula- 
tor in a row that could escalate 
into an embarrassing round of 
litigation. 

“We hope that a solution can 
be found without recourse to 
litigation, but at the end of the 
day, that remains a possibil- 
ity," a British Gas official said. 


Mr Malcom Keay, deputy- 
director general of Ofgas. said 
yesterday,, tile regulator would 
like the negotiations to be 
speeded up and for a realistic 
schedule to be pot in place for 
other power customers. "We 
believe British Gas can supply 
these projects at a reasonable 
pice.” 

Mr Keay /said Of gas is still 
analysing data from British 
Gas on power supply and had 
put proposals to the company, 
but is awaiting a response. 

• British Gas has agreed to 
make gas available to 5 compa- 
nies in a series of swap deals 
which run until September 
1992. The move is a way of 
encouraging competition in the 
gas market. 



From 1993, Europe will be the world's largest 
single economic region - and yet a market of 
many markets. With differences from North to 
South, East to West Finding the right entry 
here calls for a banking partner acquainted with 
the national markets and their idiosyncrasies- 
DG BANK. 

Capitalize on our strong base in the do- 
mestic market as the central bank of Germany’s 
Co-operative banking system; on our active pre- 
sence in the key business centers ot Western 


Gateway to Europe. 

and Eastern Europe; on the extensive network 
of our five European sister institutions, with whom 
we co-operate within the UNICO Banking Group. 

we will show you where and how to tap new 
markets, open the door tor you to our neighbors 
in the East.' and help you forge business con- 
tacts throughout all Europe. We give your ideas 
perspective. 

DG BANK London Branch, IQ Aldersgate 
Street, London ECJA 4XX, England, Telephone 
( 71 ) 7266791, Telex 886 647,Telefax (71) 5884763. 


DG INVESTMENT BANK Ltd. 10 Aldersgate 
Street, London EC1A 4XX, England, Telephone (71) 
6000539, Telex 914958, Teletax (71) 588476a 
Head Office: DG BANK, Am Plate der Re- 
public RO. Box 100651, D-6000 Frankfurt am 
Main 1, Tet. (69) 7447-01, Telex 412291, Telefax 
(69) 7447-1685. 
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SMI-Europc helps clients achieve business success through 
senior management education. 

Through highly customised, in-company programs we 
support senior managers of major, European based companies 
in taking their organisations into the Information Age. 

SMI-Europe takes pride in designing in-company programs 
in which top industry specialists, leading academics from 
European Business Schools and international consultants 
share their expertise with our clients. 

As a ’networked organisation’, SMI-Europe serves its 
customers with a team of international consultants across 
Europe, who share a common competence in management 
education. SMI-Europe works closely together with major 
business schools in Belgium, France, Germany and the UK. 

In our expanding European network, a vacancy exists for an 

INTERNATIONAL. MANAGEMENT 
CONSULTANT 
Senior Management Education 

Business development as well as design and management 
of Senior Management Education Programs for SMI-Europe’s 
multinational client base will be your main responsibilities. 

• Your expertise has been shaped by a 10 to 1 5 year career 

in management or consultancy. ... 

• You possess the rare combination of business and 
management education expertise, both critical to help 
clients capitalise on investments in senior management- 
education. 

• Experience m resolving complex Information technology 
management issues is a definite asset. 

If you believe you satisfy these requirements you are invited 
to send your application with resume to: ..V 

SMI-Institute of Strategic Management Europe b.v. ' ■ 

Mr. GJL van Spall 

Van Heuven Goedhartlaan 121, 1181 KK. Amstelveen, The Netherlands 
Telephone: .4-31 20 6476026 , J 
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«Bcv Secui®^ guards Liverpool rocks to sound 
occlipy city’s of strikes and bankruptcy 

Cdfftrdi^Ceil'tFe ton Fazey ftods a city in financial chaos 


UK NEWS 



V'*& f 


■ -a : A' 


K: L ~^. 


By W.Hamnton'f^pjf, Nt^then\Corr8spondent - • • 

liVERpOOt: -v'ment, it, is the dftr’s first-toe 


fttftIier„towawlK^ jlast:- defeaee against iheK. 
ni^as Kgtoitf memhemifa AecoKfe®;to -senior council 

' snap QfsemitKgHarfls lacing .. o£8c$r&,\tfce protesters “per- 
rednxirfanc^occnjnfid. tucantrol ' - snaded".v two . highly-trained 

-■ centre fcrat which hmidceds Qf guards j£~cfrarge of the centre 
pnMtei'h tiiTiffag ^ aT^-: g ranted "'.ta unlock outerand inner secn- 
- As moves to evict fle 'sranp -t®rxfo«satthesame tune and ■ 
: began, ; ^-«>aiicirsaSl : weeks; ;theff«yicted. them, 
of - tottasESaT ’ariSm^ prompted . ■ Carina! offi^ete plan to' seek 
bytbe anaKaV pmi to shed V. chart ordei,': l today so that 
1,000 jobs, had k& Vlflm tons po9ioe can fftfjtet the occupiers, 
of' rubbish dncoUectad and ' -They ■ felled-'^esterday to per- 
threatmed-tfaevctty's scheduler suade them?to- leave quietly, 
for K^ayirigr its befits to banks' '. finally issiihig : an ultimatum 
and government - bbdi^ The:-;.’- threatening^tegal; actum. “Onr 
plan aimsto reduce overstaff- major .concern is not to pro- 
mg and ihgfllcieticy. ' ■ "-r voke t&m vtnto committing 

Officials safa council repair damage^ttc'Een Robinson, 
and maintmance workers were director- environmental ser- 


fereatened' tte;dty J s schedule- 

tor rejjaymg lte4e&fo to banks 

and govenunent-hofJj^ 'Hie.;, 
plan aims .to- reduce overstaff- 
mg and ihgfflciexicy. ' 

Officials said council repair 
and maintenance workers were 
running "-out - 'of materials 
because stores were being pick- 
eted. A strike by horsing 


director; 

vices, sa 
rises# 


ire occupiers were 
by the evicted 


clerks {raced th&counc^to jpiards atf knembers . of Liver- 
spend £36,000 a wedt on ’ bed,-' .pobEs “ s^jc" security force, 
and breaMfhst accrahmodalkm. ' This was.^group of 150 men 


. yesterd^controls 'dosed-dr; 
cuttlTT and Security alarms- bn 
moire tbad :500. .imimdi: bufldr 
fngS, many' of them- schools; B 
also half diiisct lines, to police 

gfcrtinmg tftrp&gfaant- Liun r pu nL 
With more tixan ‘£50,00Ct trf 
advanced ..electronic-; equip-. 


recruited ^during the - period of 
" wmftant -lflri ^control of the city 
to serveihi coixncH (rffices. 

It functioned separately from 
the city's' 120-strong preexist- 
ing mobile security force, 
which continued to patrol 
-buildings, linking with the con- 
trol centre when It was built. 

Observer, Bage 16 


BRITAIN IN Obstacle in 
BRIEF : hostage release 





- TWA staff 
actir in= Heathrow 
strike threat 


A majority of the 294 Trans 
World Mi-Hues’ staff ai 

London’s Heathrow airport . . . 
hove voted for strike action - 
against the US carrier in 
protest atthe new terms and 
cn udftfaw ff they «Jafait ape- 
being imposed nponttam by. . 
their new eaqflbyer, American' 
Airlines wWch begins V ’ 
operating^WArwtwrto */' . 
Heathrow next month."' 1 - - ~/'J? 

. Amedcan AidliifB, nte of - 
the largest OS carriers* Is 
insisting that the 294 TWA . 
staff at Heathrow sign new 
indtvtdual contracts to -- " 
transfer employment wife an 
end to tiidinii. recognition. - 
American Is taking over 
TWA’s three main USLohdos 
routes on July L : • 

Advice on : S 
hospital care . 

Hospitals have been advised 
they must not agree contracts • 
with GPfnnd-holders - family 
doctors who purchase their 
patients' hospital care from 
preaBocated budgets -. which 
would disadvantage other 
patients. 


One obstacle preventing the 
release of the Biitishbostages 
in Lebanon was “the holding' 

■ by the Israeli government of > 
Sheik Obeidand other 
Lebanese hostages", a • 
Conservative MP said. . 

Prime Minister John Major, 
re i ter ate d the government’s 
commitment to ending the 
ordeal of the hostages and said 
it was wrong for any country 
to take and to hold hostages. 

'« - 

Computer TV 
relaunched 

The Computer Channel, which 
broadcast briefly on the 
British Satellite Broadcasting 
satellite last year is being 
revived on video cassette 
foODwfnga management 
; lmy-out . 

The speciafist channel was 
designed to deliver both news 
'-and tratrrfng WTrmi via satellite 
' eqmiMer Industry all ** v 

over Suiipe. Ibe dniiiod 
coBapeed 7'-stNoV«anber width 
' the merger of BSB and Sky 
TetavMon.,' ' 


Jobs soar in 
tourispoL 

More than 2m jobs in Britain 
arc now supported by the 
tourism andleisurc industries, 
says the English Tourist 
Board. About 160,000 new jobs 
were created between 1985 and 
1989, making it one of tbe 


economy. 


Police c^se 
dismissed 


- Mr William Waldegrave, Three police officers charged 

health secretary, said he • - with conspiracy to pervert the 

expected that the guidance xranse of justice ware 

would be^wekomed by - - dtecbargodbyaLondcm 
dinicians and patients alike." .' ' magistrate^ The officers were 

riiaiypd In w»latl«wi tn 

S&SwswithPatrh* 

Wales aims for 

^WtrATuVo! - The men, who had been 

ClCt,LX UU1^5 . , cohvSctediB 1975'aftes: a pub 


A new Initiative to attract 
international etoctrcmies 
companies to Wales was . 
launched by tite government, 
the Welsh P OTelopm ent . 
Agency, the Cardiff Bay r- . - 
Developmoit Coifpiatton and. 
six local authorities. ; • 

The initiative aims to 
attract five meior. inward . . 
in vestmrads hr 0» next 12 
months. The project wffl run : 
for two yeara andt will have . .. 
a markriihg budget of; - 
£500,000. 

Law review of 
damages.; . ; 

Lord Mackay, the Lord "■■■■' 
Chanctibg, has aakedthe Law 
Conuni«ton. the gn w atnnent^s 
law rribnn body, to carry out 
afandanumtalreviBWof 


was bombed in the Surrey 
town, were released earlier 
this year by the Court of 


. of allied malpractice by 
Surrey officers. 

Pay cpt threat 
prompts ballot 

; An IwindTjal artton ballot Of 
1,000 woiksia at a London 
Buses subsidiary has teen 
caBed over a proposed 18 per 
cent pay cuL The cut is 
: tiKK»fat to be tite largest ever 
•' sought becanse of c om pe ti tive - 

' tendering nm T rrrrlrsn ms 

• routes. 


Axmouhcingthe j ‘ " 
Commteiftm's law refcam : 
progranmetor tbe nexttwo ■ ' 
y par a, ihe-f aalrf - 


: staff.held a djsntotive meeting 

and are fn he halinfaH iw 

action this Friday. The TGWTJ ■; 
- general union s aid the . ’ 
company wanted to cut pay ; 
and leagthen working hours, 


judicial review ^gte^j-v;;. r , 

• ' ; • r % 

R-R seeks IhSKi 
sale probe ^ 


Unkms atReflfBoyce cdled 
on Pariiamratto investigate 
the sate fn April of aJW-acre 
Mlnistiy of DeStoce rite at ; 

LeavejKkm, hear Watfordjito 
the aertwmtfnemakar twu^« 
weeks before ti» campaiy; . 


Building union 
-seeks members 

, ; DGATT, the tronhled . 

- mrimij-lanwriiid 

' arccraitment campaign on 
ImMng dtes throughout the 
i fiJE in an attempt.to fight off 
; - ai throat to its membership 
: be»;e from theEETPH 


2.000 woikforce- 


F '. Dealt pffixials have been ' 

hdd to yisit every job OT Stte ; 
ohioh has membras 
u v the nestfbatolght. A- 

r '•?& Jettor te'to go out to all Ucatfs 
200^00 *r so mfimbers 
• < Jtzvsstogtii^ the mdem is still 
"1 hi hmhwss. 


U NION leaders arc try- 
ing to escalate their 10- 
week dispute with 
Liverpool city, council over 
L000 redundancies by forcing 
the city to default on interest 
charges and debt repayments. 
The aim is to damage Liver- 
pool's reputation in money 
markets and create a financial 
.crisis which the unions hope 
might . destroy confidence 
among creditors and drive the ' 
city into bankruptcy. 

The move comes as selective 
strikes and other industrial, 
action - which council manag- 
ers say arc sometimes enforced 
by intimidation - are begin- 
ning to bite, 

• 12,000 tonnes of garbage 
re-mams uncollected; 

• co uncil repair and mainte- 
nance men arc running out of 
materials because stores are 
picketed; 

• a strike by housing clerks 
has forced the council to spend 
£16,000 a week on bed and 
breakfast accommodation for 
homeless families,' 

• rent arrears have risen by 
£Lm to pass the £25m mark, 
and are stin rising; 

• newly -empty council flats 
and houses are being robbed of 
fittings and phzmbing because 
they can im longer be made 
secure and watched prior to 


reletting. Each will cost £15,000 
to repair. More than 100 may 
be involved. 

Council leaders stressed yes- 
terday that they will not give 
in. They say that overstaffing 
and low productivity are mak- 
ing it impossible to run Liver- 
pool efficiently and give people 
value for money. 

Conceding to the unions, 
which are supported, and in 
some cases led, by members of 
Militant Tendency and the 
Broad Left, would make the 
city ungovernable. Both groups 
are Marxist dominated. 

In the latest escalation 
attempt, clerks and supervisors 
in the city’s treasury depart- 
ment are bring balloted over 
striking to stop Interest 
charges and capital repay- 
ments being made on due 


The city has total debts of 
more than ETOOm, with costs 
and repayments of . about 
£100m a year. 

Most money is owed to the 
Public Wraks Loan Board for 
housing and other municipal 
building projects over several 
decades, but other debts are to 
foreign banks, which bailed 
out the city during the finan- 
cial crises of the 1980s created 
by deliberate overspending by 
its then MBitant-led council. 


A strike would also cause 
problems of treasury manage- 
ment, with the council failing 
to maximise any interest it 
might earn on cash balances. 

Mx Phil Kelly, the city trea- 
surer, said: “The importance of 
the city fulfilling its obliga- 
tions is so great that it is 
unthinkable that we should 
not make repayments or meet 
Interest charges on due dates. 

“If a strike is supported and 
called, senior management will 
make sure that Liverpool does 
not default That will mean we 
would have no time for other 
work, such as trying to find 
ways of saving as many jobs as 
we can, so any action will 
rebound right back on the 
unions." 

There are signs, however, of 
cracks in the unions' ranks. Mr 
Ken Robinson, director of envi- 
ronmental services, said yes- 
terday that 148 men of the 362 
in his department listed for 
compulsory redundancy had 
secretly contacted officials ask- 
ing to be paid off immediately. 

“A lot of people are very 
unhappy about the dispute and 
the intimidation they have 
been facing There is a general 
air of intimidation. We have 
had 10 years of it in the depart- 
ment and on occasions there 
have been physical assaults," 






Naked troth: uncollected rubbish piles up 


he said. 

Mr Alan Dean, a Labour 


applications. 

“People are resigning from 


moderate and deputy leader of Nalgo [the local government 


the council, said: “We have a 
redeployment scheme to try 
and minimise redundancies 
but people who have put in for 
other jobs have been ’visited' 
by some of their colleagues. 
Two days later they have come 
back to os to withdraw their 




union] in droves and joining 
any other appropriate union 
where they won't feel threat- 
ened. The council’s children's 
homes are being used as a 
political football and picketed. 
“This is all about who runs 

Liverpool.” 


Unions offer 
‘realistic’ pay 
line to Ford 

By Diane Summers, 

Labour Staff 

UNION leaders representing 
32,000 mannal workers at 
Ford, the US-owned vehicle 
manufacturer, yesterday said 
they would be taking a 'realis- 
tic" line on pay this year in 
view of the company's difficul- 
ties. 

The anions indicated that 
the settlement could be around 
the level of inflation - this 
could drop to 3 or 4 per cent 
by the time the negotiations 
are doe to start in October. 
Ford pay talks traditionally 
form a benchmark for other 
motor industry negotiations 
and manufacturing pay gener- 
ally. 

In return, unions want to 
see a job security agreement, 
along the lines of deals done in 
the US and Europe. There have 
been particular fears about the 
long-term future of the Hale- 
wood and Dagenham plants, 
although the company has 
said it has no immediate plans 
to reduce jobs in Britain 
beyond the 980 job losses 
announced earlier this year. 

A reduction in the working 
week from the current 39 
hours and improvements to 
the pension scheme are also 
sought as part of the deal. 

Ford of Britain disclosed 
last month that It made a loss 
- a pre-tax deficit of £274m - 
for the first time in 20 years. 
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If you are in commerce or the 
public sector, the Resource of British Gas can directly 
affect your bottom fine, by improving your energy efficiency and 
reducing costs. 

It represents two inseparable qualities, the proven benefits of the 
fuel itself combined with the unrivalled experience of British Gas as a 


for the design, installation, commissioning and main- 
tenance of the system. We can also help arrange finance, 
and even train your staff in the most efficient use of gas. 
Whether you buy gas horn us or not, the Resource of British Gas is a 
vast bank of knowledge for you to draw on. Put it to work for you. And start 
improving your bottom line. 


company. A unique combination offering an unequalled nationwide j . 

I TaMr.iaWhiitome.l^S37,Br«shGospfc;3KHr^Holbor^LofKkioWGV7PT.S«ndme 0 ^ | 

service; staffed by specialists in every asped of natural gas and its j orywrRe«wrc«bn>*um.n Am^forrr»toteco*oc**dbvn | 

appTtcations to commerce- 

• " W:-J 

The technical and practical support of our advanced Research vtJ 

and Technology Division helps companies upgrade their environmental 
working conditions and lower their overheads. . 

At your request, we will assess your needs and recommend an 

energy efficient solution to meet your requirements. We can then arrange liii.- — % 1 


m British Gas F I | 





'A;» ' i. * ■*•. • rft. 












. . FINANCIAL TIMES WEDNESDAY JUNE 12 1991 


FT LAW REPORTS 



BACKING BUSINESS 

^ 2 !S 3 HP^ making jobs 

^ At British Coal Enterprise, we have a whole 
range of schemes for s upportin g and developing 
business to increase job opportunities. We can provide financ i al assistance bi the form of 
kxins, or redeemable preference shares in suitable job creating projects. In addition your 
business could make itself at home in one of otur managed workshops, or staff training could 
put your company on the road to success. 

Our help is renowned for its comprehensive scope - we work just as hard as our 
money, with advice, contacts and wide-ranging support whether you're in a high tedi 
industry, a traditional craft, the service or m a nu fa c turing sectors, in fact any business 
that can create new jds. 

For further information, you can caQ us free to find out how we can work together to the 
benefit of both you and the communities in the coalfields. 


BRITISH COAL ENTERPRISE LTD-, 
Eastwood Hal, Eastwood, 
Nottingham, NG18 3EB. 
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Helping Croats Jobs 


Parent company gets group relief 


■f "A 'FREE 


0800 622517 % fr h r * * •* f w t f 


3 SA1NSBGBY PLC v 
O’CONNOR 
Court of Appeal 
(Lord Justice Lloyd, Lend Jus* 
tke Noune and Lord Justice 
Ralph Gibson): 

May 22 1991 


A PARENT company which 
grants an option to its joint 
venturer to buy 3 per cent of 
tiie shares in Hs 75 par cent- 
owned subsidiary, retains ben- 
eficial ownership in ftat 6 per 
cent while the option Is unex- 
erdsed and can therefore 
claim gro up relief an the sub- 


mMWA J 0 ivracot UkSJ- 

vided it is not bereft of all the 
benefits of ownership. And the 
option agreement Is not an 
" arrang ement" capable of 
depriving the parent of group 
relief If, though It affects 
rights of ownership, it does 
'"not affect rights attaching to 
the shares, such as the right to 
receive dividend If one is paid 

The Court of Appeal so held 
when dismissing an appeal by 
the Tnigmi Revenue fitna Mr 
Justice Mffletfs dgoiginw that j 
Sainsbnry pic was wwtitipd to 
group relief in respect of trad- 
ing losses of its subsidiary, 
Hotnebase fid 

LORD JUSTICE LLOYD said 
that In October 1978 Sainsbnfy 
negotiated with a Belgian com- 
pany, GB-ENNOBM, to set up a 
joint venture company in the 
UR to develop a chain of ho me 
improvement stores. 

The Intention was that 
shares should be held 70 per 
cent by Sainsbnry and 30 per 
cent by GB. But in August 1979 
it was realised that Sainsbnry 
would not be entitled to group 
relief under tlH» Tnwwno and 
Corporation Taxes Act 1970 
unless the new company were 
a 75 per cent subsidiary. 

By way of solution Salis- 
bury agreed to subscribe 75 per 
cent edr the share capital and 
GB 25 per cent By a separate 


option agreement Sainsbnry 
granted GB an option to pur- 
chase 5 per cent of the share 
capital, not to be exercised 
within five years of incorpora- 
tion of the new company. 

The option was not exer- 
cised. The option agreement 
was cancelled in August 1985. 

The issue was whether 
Sainsbury could claim group 
relitf under section 258 of the 
1970 Act 

Section 258 provided that 
relief for trading losses surren- 
dered by one company in a 
group might be allowed to a 
member of the same group. 
Two companies were deemed 


one was the 75 per cent subsid- 
iary of the other. 

By section 5S2 a body corpor- 
ate was deemed a 75 per emit 
subsidiary of another if not 
jess than 75 percent of its ordi- 
nary share capital was owned 
by that other. Subsection (3) 
provided that “ownership" was 
to be construed as “beneficial 

, Tbe 8h |frst question was 
whether Sainsbury was "bene- 
ficial owner” of the .whole Of its 
75 per cent holding, notwith- 
standing GB’s option to pur- 
chase 5 per cent. 

Mr Justice Mfflett answered 
in favour of Sainsbury. 

The concept of beneficial - 
ownership originated in Chan- 
cery. In Ayerst [1976/ AC 
167,177, Lord Diplock said the 
archetype was the trust, where 
“legal ownership’’ was in the 
trustee but he held for the ben- 
efit of beneficiaries. In Pwrwoy 
Estates 45 TC 135 Lord Justice 
Jenkins assimilated beneficial 
ownership with equitable own- 
ership. hi I Congresso [1977] 3 
WLR 778 Mr Justice Robert 
Goff held that “beneficially 
owned” in the case of a ship 
referred to equitable owner- 
ship. 

So there was good authority 
for the view that “beneficial 
owner” of shares, when used in 
a statute in contrast to the reg- 
istered holder, meant the equi- 


table owner. By equitable 
owner was meant inter alia the 
purchaser under a spedfleafiy 
enforceable contract 

if that test wen applied, GB 
was not equitable owner ainice 
it could not claim specific per- 
formance untfl it had exercised 
its option five years aftei: incor- 
poration, namely November 12 
1981 It followed that equitable 
ownership in the 5 per emit 
remained in Sslnsbary. it was 
difficult to see how equitable 
ownership could become 
severed tram legal ownership 
unless it passed, to somebody 

els8. 

Kf beneficial ownership 


the purpose of the act and if 
equitable ownership bad not 
yet passed to OB, Sainsbury 
never ceased to be beneficial 
owner. 

But Mr Park relied strongly 
on Wood Preservation Ltd o 
Prior (1968) 45 TC 119 winch 
concerned a contract of sale 
containing a condition for the 
sole benefit of the purchaser, 
which he could therefore 
waive. It was held that the ven- 
dor did not remain beneficial 
owner until the condition was 
withdrawn. He ceased to be 
benefited owner when the con- 
tract was made. 

Lord Donovan concluded it 
was possible for property to 
lack any beneficial owner for a 
time. Lord Justice Hannan 
said that after accepting the 
offer tiie vendor was unable to 
deal with the pr ope rt y in any 
way and there was no benmt 
in its ownership. He said “it 
was a mere legal shell”. 

The court was bound by 
Wood Preservation. 

It followed that the first 
question could not be decided 
on tiie straightforward ground 
that beneficial and equitable 
ownership were the same, and 
that since Sainsbury retained 
equitable title it was beneficial 
owner. 

Instead the court must look 
j ptn the nature and of 

th e rights retained by Sains- 


bury. in delation to the 5 per 
-cent . 

If Sainsbury ware bereft of 
all rights which would nor- 
mally attach to those shares so 
that ownership was nothing 
more than a "tel shell”, then 
the court would be bound to 
hold that it was not beneficial 
owner, though rights which 
would normally attach to the 
shares had not yet passed to 
GB. 

Mr Park submitted that that 
was the position. He reded an 
three factors. . ' 

First, Sainsbury had no right 
to dispose of its shares prior to 

November 32 1964 without GB s 


expectation of dividend prior to 
November 12 1984, since pay- 
ment was in Sainabury’s and 
GB’s joint control, and GB 
would have been unlikely to 
agree. to' payment whil e its 
option remained outstanding. 
Third, the price at which GB 
was entitled to purchase the 
shares trad*** the option was 
the amount paid up plus inter- 
est, I pw the amount of any div- 
idend p»id meanwhile. So If the 
option had been exercised 
Sainsbury would have been 
deprived of any Increase in 
value of the shares. R would 
have accrued to GB. 

The first two factors applied 
not only to the 5 per cent, but 
also to the remaining 70 per 
cent K could not possibly be 
argued that Sainsbury was not 
beneficial owner of the 70 per 

wmt 

The third factor made no dif- 
ference. The fact that the 
amount of any dividend would 
have been deducted from the 
option price did not mean 
Sainsbury was not beneficially 
entitled to the dividend in the 

Its rights in relation to the 
shares were more than a “mere 
legal shell”. Wood Pr eserv ati on 
did not apply. 

The first question was 
answered in favour of Sains- 
bury. 

The second question was 


whether the option mnt 
was an "arrangenwsrir within 
the meaning 5(3) 

of Schedule J2 of the finance 
Act 1973. If so, Sfchwfatry 
would lose the benefit of group 
relief by virtue cf write 26 of 
that act wbfcb JMrtfW that 
for group rearf.to SMjy the 
parent must be beneficially 
entitled to 75 per emt at Use 
subsidiary’s dmteuls. 

paragraph fi(» provided that 
if an egttity-honar farid shares 
in .respect of whte ^taxange- 
marts existed by -virtue of 
which, in that at any subse- 
quent accounting period, his 
entitlement to pcoflts couH be 

illffm nnfr trx Mt dulfUoinfftf If 


effect were not given to the 
arrangements, it was to be 
assumed that effect wmdd be 
given to the a rr angements In a 


Fur paragraph 5 to operate 
the arrangement must affect 
rights attaching to the shares. 
Hie option agreement was an 
arrangement which could 
affect ownership, but It could 
not affect rights attaching to 
the shares. 

Tie foct that those rights 
would have acerued to the ben- 
efit of GB and not Sainsbury if 
the call option had bear exer- 
cised was beside the pointTbe 
paragraph was not concerned 
with a redaction in the overall 
right to dividend, but with the 
reductio n in the right to divi- 
dend attaching to particular 
shares. That was the plain 
meaning of the words. 

The second question was 
answered in. favour of Sains- 
bnry. 

The appeal was dismissed. 

Lord Justice Name gave a 
concurring judgment. Lord 


JR>r the Revenue: Andmo Park 
QC and Launcetot Henderson 
(Inland Revenue solicitor). 

For Sainsbury: Peter Whiteman 
QC and Br&m Gram (Deaton 
Halt Burgfn At Warrens). 

. Rachel Davies 

Banister 
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Notice to the BONDHOLDERS of 

CANON INC. 

(the "Company") 

US^WXXWXX) 6^ per cent Convertible Bonds Due 1995 
U ^550,000000 7 per cent Gonvertlble Bonds Due 1997 
U-S.$10Q,000,000 3 per cent Convertible Bonds Due 2000 . - 

“Adjustments of Conversion Prices” 

Notice Is hereby given pursuant to Co nditio n 5 (Q of the Terms and CbndtUone .of the Bonds 
that as a result of the issuance of USS370fiO0flOO 4 pee cent Notes 1895 wttfr Mferrants and 
DM eoOjOOOflOO 4 per cent Bonds of 1991/1985 with Warrants by the Company on 31st May, 
1991 with the initial subscription prices per share of Yen 1,487 determined Oh 23st May,T991, 
being less than the current market price per share of Yen 1,587.70 as at the date of such 
Issues, the Company has adjusted the Conversion Prices of the Bonds as follows: 

1. U&S50JOOQJXX) 6-% per cent Convertible Bonds Due 1995 
1} Conversion Price before adjustment Yen 529-20 

a Conversion Price after ad j us tme nt: Yen 52BM. 

3) Effective Date of the adjustment 31st May, 1991 

2. U&*5(VayMG 7 percent Convertible Bonds Due 1997 
. 1) Conversion Price before adjustment Van 537.70 

2) Conversion Price eft er adjustment Yen S34J90 

3) Effective Data of the adjustment 31st May, 1991 

3. U.S.$1 00,000,000 3 per cent Convert&Je Bonds Due 2000 

1) Conversion Price before adjustment Ybn 1,18270 

2) Conversion price after adjustment Yfen 1.17050 

3 ) Effect tve Date of toe adjustment 31st May, 1991 . 

CANON INC. 

12th June, 1991 7-1, NisM-Striujuku 2-cbome, Shipjuku-ku, Tbkyo 


Notice to the WARRANTHOLDERS of 

CANON INC. 

(the “Company”) *.■••• 

Bearer Warrants to subscribe for shares 
of common stock of the Company . . - \ : 

Issued In conjunction with 

U&$3QO,OOfiOOO 3 -'h per cent Notes 1992 1. 

U5-$200JJ0OJX» 3^* per ednt. Notes 1993 
UASi ,000^00,000 4r"% per ewit Notes 1993 

- “Adjustments of Subscription Priced 'w.- 

Notice Is hereby given pursuant to Condition 7 of the Terms and Conditions of the Warrants 
that as a result of the issuance of U-&S37O000,00G 4 per cent Notes 1985 wfth Warrants and 
DM 600£00£00 4 percent Bonds of 1991/1995 with Warrants by toe Company on 31st May; 
1991 with the Initial subscription prices per share of Yen 1,487 determined on 21st May. 1891. 
being less than the current market price per share of Yan 1,587.70 as at toe date of such 
Issues, the Company has adjusted toe Subscription Prices of toe captioned Warrants as follows: ‘ 

1. Warrants issued with U ^$300^00,000 3-% per cent Notes 1982 
,1) Subscription Price before adjustment Yan 1,211.80 

2) Subscription Price after adjustment Yen 1,205-50 
3} Effective Date of the adjustment: 31st May, 1991 ’ 

2. Warrants issued with U.SJ2D0JX0fiQ0 per oent Notes 1993 ; 

1) Subscription Price before adjustment Yen 1,211.80 

2) Subscription Price after adjustment Yan 1,205-50 J • 

3) Effective Date of the adjustment 31st May, 1991 

3. Warrants issued with u^$i,Q00,0O0,00O 4-'% per cent Notes 1993 

1) Subscription Price befdre adjustmenfc Ybn 1^9820 " , 

2) Subscription Price after adjustment Yen 1,390.90 
9 Effective Date of the adjustment 31st May, 1991 

CANON INC. 

I2tb Juae * 1991 7-1, NUd-StunjakB 2-chome, Shiajakn-feo. TUcye 


EUROPEAN INVESTMENT LOCATIONS 


The FT proposes to publish: tins survey on 
My 4th 1991. 

The FT is trad by 54% of Chief Executives of the laiwst 2000 
companies in Europe and 22% of senior European 
involved in decision m a l dn g about Business Premises/Indnatnal 
sites. If you want to reach this important audience, can Hnah 
Westmacott on 0532 45496? or fex 0532 423516 ^ 

Detotomxt; CHtf SxeoOba fc Eumpe 1990 4 EBRS 1989 
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MANAGEMENT 


Metallgesellschaft 


w - — 

Time for a pause in a flurry of activity 

cm • __ auamin in paalntwv trt mnrdOCA ifp tonlinn1nmr«iil kuna ^muuuh^ ft rt+i irifi oci A nilranr fialmia ramnrtc 


FINANCIAL TIMES WEDNESDAY JUNE it 1991 


One way to run 
a railway 


The acquisitive German group is seeking to increase its technological base and its ‘green’ activities. Andrew Fisher reports 

L ife has become beetle ■ f plants, much of which is in the much better second hall, mow 

^ Me tall eeseUschaft, S I i ^ 1 Far East, it will keep its iden- the damaging effectof toe Gulf 

nnrp staid mutate. 1 tlty within the group. Thus war on economic confidence 


L ife has become hectic 
at Metallgeseltechaft, 
the once staid metals, 
mining , engineering, 
and rfipwriraia group. No lon- 
ger do executives hurry home 
to catch the early evening 
cocktail hour In the Taunus 
Wls outside Frankfurt 
Setting the demanding pace 
is Heinz Schimmelbusch, a 
mercurial 46-year-old who 
became chief executive two 
years ago. While some man- 
agers may And his whirlwind 
energy and hard-driving style 
rather wearing, there is no 
doubt that his lively enthusi- 
asm marks a refreshing and 
irreverent contrast to the cau- 
tious, understated style of most 
chief executives in Germany. 

In recent weeks, MetaUge- 
seQschaft has bought the Zim- 
mer chemical fibre plant man- 
ufacturer from Davy 
Corporation of the UK and 
helped to finalise plans far the 
clean-op and rehabilitation of a 
big slice of eastern Germany's 
polluted industrial landscape. 

Along the way, Daimler-Benz 
snapped up 10 per cent of its 
shares when Dresdner Bank 
decided to reduce its bolding to 
13 per cent This unexpected 
move by Germany's largest 
industrial group was a clear 
vote of confidence. 

Nor was this latest flurry Of 
activity anything new. Over 
the past year and a half, it has 
floated off a minority of its 
recycling subsidiary, Berzelius 
Umwelt-Servke (BUS), raised 
BUS'S stake in Horsehead 
Resource Development, a US 
recycling specialist, to 45 per 
cent, bought the Lentjes 
energy and environmental 
technology company, and lifted 
its holding in MIM Holdings, 
the Australian mining group, 
from 4 to 10 per cent 
There have been other deals, 
too, as MetaUgeseQschaft has 
sought to widen Its techno- 
logical base and give its 
“green” activities a stronger 
impetus. The Austrian-born 
Schimmelbusch expounds In 
an animated fashion about all 
of these moves, whether in his 
office or In his favourite Kalian 
restaurant He waves his arms 
in emphasis, jumps op from his 
Chair to draw diagrams, and 
grins delightedly as he 
explains strategic highlights. 

He becomes especially 
excited when the subject Is the 



Heinz Schimmelbusch: a balance between coll ec ting new poles and putting up e tent 


group's rapid growth in the 
fields of recycling and environ- 
mental clean-up or Its plans in 
eastern Europe, where it has 
tong-standing engineering and 
trading finks , especially in the 
Soviet Union. Daimler's stake 
reflects Its interest in both 
aspects; it wants closer access 
to car-recycling techniques and 
is keen to join in the conver- 
sion of Soviet defence industry 
plants to peaceful uses. 
(Another big shareholder Is 
Kuwait with around 20 per 
cent) 

When Schimmelbusch lolned 
the board 10 years ago - he 
has been with the company for 
20 years - MetaflgesdHschaft 
was a lacklustre collection of 
m e tal-pro cessing plants , mines, 
and engineering operations 
which had fallen on hard 
times. It did weU in the 1970s, 
but then made big losses in 
metals trading, manufacturing; 
and plant construction, and 
omitted dividends between 
1982 and 1965. 

Since then, Metallgesell- 
schaft has shed loss-makers 
such as a big metal-forming 
plant in Frankfurt, atraomlinad 
and decentralised its manage- 
ment structure, developed its 
International links, and mar- 
keted its environmental know- 


how more aggressively. In its 
last financial year to Septem- 
ber 30 1990, net profits jumped 
by 28 per cent to DM262m on 
virtually unchanged turnover 
of DM20bn. 

Even Schimmelbusch Wiiiiim 
it Is now time for Metallgesell- 
schaft to take a breather. “You 
have to draw a balance 
between collecting new tent- 
poles and putting up the ten t," 
he says. “There Is a constant 
struggle to make acquisitions 
work; We are aware that we 
must be careful not to over- 
strain the company's ability to 
manag e its operations.” Thus 
he foresees greater short-term 
emphasis on project work and 
internal Investment and less 

AM^saine time, he wants 
to be alert for new opportun- 
ities. The group was quick to 
snap up Zrrmmgr when Davy's 
problems caused it to put it up 
for sate, along with Davy- 
Bamag, a builder of water and 
waste treatment plant Metall- 
gesellschaft bought both for 
around DMZStao. They will fit 
in neatly with toe activities of 
Lurgi, its big industrial plant 
manufacturer. 

The way the Zimmer deal 
took place and the group’s 
piang for its new acquisition 


plants, much of which is in toe 
Far East, it will keep its iden- 
tity within the group. Thus' 
Zimmer, also involved in plas- 
tics recycling, wfiZ not be swal- 
lowed up by Lurgi, but become 
a separate unit in the subsid- 
iary, keeping its own name and 


By Christopher Lorenz o,*' 

-imagine yon . have 


Although Schimmelbusch 
has presided over a consider 
able expansion in Metallge- 
Bellschaft*s core activities, he 
is wary of creating subsidiaries 
that are too big. “The optimum 
Of a Twnnngpghle imlt is 
much smaller than people 
think. Setting large monolithic 
or ganisatio ns into motion and 
getting them to act entrepre- 
nsurially can be painful. You 
have to watch the limits of 
growth." Small businesses 
grow fastis, he notes. “We are 
trying to simulate the entrepre- 
neurial spirit of many small 


neatly illustrate Schimmel- 
busch’s way Of doing business. 
Firstly, there was the speed Of 
the transaction. Metallgesall- 
schaft had had its eye on Znn- 
mer, also based In Frankfurt, 
for same tone. So when toe 
opportunity came, it moved 
fast, edging out other inter- 
ested companies. 

In this SchimmeBnis eh was 
helped by the fact that he 
knew Sir Alistair Frame, the 
chairman of Davy, in his 
capacity as chairman of RJZ, 
the wrtwiwg concern. SCbhnmel- 
busch’s relatively high profile, 
compared with many of his 
counterparts in German indus- 
try, is to his advantage when 
trying to keep abreast of new 
opportunities. Hia open 
approach is also a legacy of toe 
two years he spent in Wall 
Street Investment houses, 
something toe farmer econom- 
ics teacher at TOhlngeu Uni- 
versity insisted on when join- 
ing MetaDgesen&chaft, 

“There are times whim you 
want to work on the synergies 
from previous acquisitions, ” he 
says. “But when a company 
like Mimbbt comes along, you 
have to take it, or else the com- 
petition wflL" Because Zimmer 
has a strong position in the 
market for chemical fibre 


At the top of Metallgesell- 
Bchaft are two central divi- 
sions. One is Lurgi which, with 
a turnover of DMUttm in 
1969-90, the engineering 
services division. The otter is 
trade and services 

which account for more than 
half of turnover and indude 
dealing in ores, metals, and 
chemicals, as well as its bank, 
Metallbank; low metal prices 
and the low dollar hit profits of 
this division in the first half of 

1M M1 

Below this level are eight 
operating sectors: BUS, 
Lentjes, Norddeutsche Affi- 
nerie (comer), Rheinische Zink 
(zinc), Lehnkering (transport), 
chemicals (Sachttehen Ctetnte 
and GtemetaJ) , KUbensdnnMt 
(motor components), and Met- 
all Mining Corporation (MMC). 
As well as BUS, both Kol- 
benschmidt and MMC are 
quoted companies, the latter in 
Toronto. MMC, which Includes 
toe group's US, Canadian, and 
otter mining holdings, ted a 
hard time last year as a result 
of low prices and smelter prob- 
lems at Vancouver-based 
Cominco. Kolbenschmldt is 
also suffering lower profits in 
toe drflUer economic climate. 

In the first half of thia finan- 
cial year, MetaBgeseilschaft's 
pre-tax profits were down by 28 
per cent Thfe is not surpris- 
ing considering the general 
economic climate,” Schimmel- 
busch calmly told toe »Tmnal 
meeting. Analysts expect a 


has receded. Sven so, the 
downturn emphasises that the 
group is still vulnerable to 
metal juices, toe vkdssftndes of 
t he m ining Ind ustry, and 
adverse cumsicy imwwngrtto , 

This makes it even keener to 
stress its “green” ambitions, 
cnmArtiirq ; it does assiduously 
H pinriy Hm investment commu- 
nity. Although its BUS recycl- 
ing operation is already a 
quoted company, it is still 
developing its activities, 
centring mainly on toe repro- 
cessing and resale of waste 
from steel and aluminium 
m an ufa ctu ra.Turnover should 
be around DMIOOm tMs year 
and grow sharply in fixture. 

There are also conskterahte 
environmental activities in 
Lurgi, whic h plans to float off 
pert of its environmental npiij 
Lurgi UmweK-BstafljgungBgo- 
sellschaft (LUB). 

Currently, LUB has DM20Qm , 
worth of Mu decontamination 
business. Jens-Peter Schaefer, 
Luigi's chief executive and a i 
Metallg esellschaft director, 1 
reckons LUB could be kept 
busy for the next 20 years with 
business in Germany alone. 


BUS wifi play important roles 
in the east German project at 
the metal-producing area of 
Manufrfd, which SchlmmeL- 
busch was instrumental in art* 
anglng with theTreuhand (toe 
east German privatisation 
agency), the Bonn government, 
and toe state of Saxony- 
Antett. 

If this trail-breaking v en tur e 
proceeds beyond toe study 
stage, it could involve business 
worth DMlbn or more to 
MetaSgesaHschaft and its part- 
ners, Schimmelbusch does not 
want to go too quickly on this 
complex project, “otherwise it 

wTH immanagwliTu jmd 

fall apart”. 

For MataTliprihriMftj Mum . 

feld would provide a 
ready-made site, something 
that would take years to get 
approved in west Germany. E 
would also draw on the group** 
fnTI range (rf jinbintrlal a kins 
and'serve as a model for the 
reconstruction of other parts of 
east Germany and eastern 
Europe - something which 
really produces a gleam in 
SchimnMflbusch’s eyes. 


I magine you nave 
achieved every (middle- 
aged) schoolboy's dream: 
naming your own rail- 
way. . . . 

It is a relatively simple 
set-up, with a single terminus 
at one end and s epar ate 
branches to three destinations 
at the other. You operate, a 
schedule with a train every 
two minutes, to each of the 
fare destinations in turn, so 
that each is served every six 
minutes. 

But your rolling stock is get- 
ting old and unreliable. A 
shortage of funds is forcing 
you to run the system without 
spare capacity. Some of your 
crews have a natural human 
habit of faffing sick or arriving 
late for week. Overcrowding at 
several stations also t end s to 
make trains run late, as do 
intermittent safety emerg- 
encies of various kinds. 

As a result, there is a ten- 
dency for gaps to appear in 
your service — sometimes 
knodring-out, or delaying, up 
to five successive trains to tme 
destination, so that passengers 
to it may be faced with a wait 
of well over half an hour. 

What do you do? 

The long-term solution is 
obviously to beg; borrow or 
earn more money to replace 
the trains and increase their 
number. But, even if you can 
raise those funds, you are left 
with an Interim problem which 
willlast several years. 

The schoolboy answer to the 
immediate difficulty Is pretty 
obvious: to run the system 
more flexibly, plugging big 
gaps in the service to one desti- 
watinn with a twHii originally 
bound for one of the others - 
and idling passengers why. 

hi real Sfo, London Under- 
ground frees such problems 
frequently, to judge from first- 
harm experience, not merely on 
its most notorious service, the 
north -south Northern line 
(known for decades to regular 
users as "the misery fine”), but 
also on supposedly reliable 
routes such as the east-west 
District Line 

Sometimes the once hide- 
bound managers of the Under- 
ground seem to have learned to 
behave like schoolboys, and 
plug gape in the obvious way 
described. But far too seldom. 

When such manifest incom- 
petence occurs so often, one 


which some people das* boon 
last week's Mosopottea aftd 
Mergers Conunisatoo report, 
that only more cash cap ivafiy 
cure the erratic servke from 
which London suBere. .The 
Commission made IW recom- 
mendations for various amt 


So Ions as the Underground 
continues to be underfunded 

- and for severer years 
beyond, while the raeuftsof 
new investment come through 

- the solution must be to turn 
the problem Into an opportu- 
nity: to abandon tte pretoee 
of xuxxnmBty and open** (he 
service much moreBadbly, as 
if abnormality was a common 
occurrence, or even tte norm. 

In the wider world of man- 
agement, all sorts of organisa- 
tion are learning to do this in 
the free erf unstable environ- 
ments of various kinds - regu- 
latory, economic, competitive 
or even cflnattc. 

A long way to go 

This is no easy task in an 
organisation so relatively 
poariy skilled at all levels in 
the past , as London Under- 
ground. For a more flexible 
approach to be both fessfble 
ami effective, tritoout creating 
chaos, rauMiw junior man- 
agement must be properly 
trained and then fully- 
empowered to take quick deci- 
sions at a low level, ratter 
than stin having to refer 
up w ards in traditional public 
sector style. 

. Tte Underground ' tes 
already taken a step in this 
direction by decentxahring tte 
management of its various 
lines. As the MMC report abo 
pointed out. a “total quality 
management" programme Is 
also starting to reach fruht-line 
staff. But tte quality of “nor- 
mal” service, let alone the 
response to “abnormal” prob- 
lems. shows that there is still a 
long way toga. V"~ 

If tte Underground can 
respond to this challenge - 
and same of the decisions 
involved really are- quite 
sduxrfboyish - then its cus- 
tomers wfH enjoy am£tc& more 
reliable ride. And, who knows, 
tte orgaxiteatirai could even 
become a management model 
for otters toematetA 
■ Dream arrdgfatmaie? , : 




VISA MAKES TO W0RU) GO ROUND. 
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In transport, storage and distribution, there 
is an increasing emphasis on logistic services. 
Nediloyd can give you a logistic headstart in these 
areas. Our service focuses on managing the 
physical flow of goods on land, sea and air plus the 
related flow of information. 

The Nedlloyd Flowmasters* concept was 
especially developed for this purpose. Thanks to 
the experience and expertise of our 25.000 
employees all over the world, our networks in 
container logistics, road transport, warehousing, 
and distribution connect seamlessly. 


We also provide logistic services for specialty 
goods, such as garments and chemicals. However, 
we are not limited to the transport of goods 
: alone. We provide stock management, picking/ 
packing, invoicing and other value added services. 
Interested in how Nedlloyd can give 
your business a logistic headstart? Just ask for our 
comprehensive brochure. •Rariaoed 


Royal N 
3011 XB 


^ Refattms, Boa 
4. Telephone: (10) 4007111. Fax: (10} 


Visa Is accepted to more transactions worldwide ton any otter card. 


Some do transport, we do more. Nedlloyd 
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Announcing a step by step guide for the 
future of your telecommunications network. 



The : jieW Alcatel ,100$ Series is the complete solution to help of revenue-generating advanced services. 


operators manage the development of their networks. 

This family of products can be used to build a network that 
progressively evolves, rather; like building blocks. 

Backed up by powerful network management functions, it 
enables an efficient migration to such advanced technologies 
as synchronous transmission and broadband networks. 

lr> tUrh these "building blocks" provide an open-ended range 


Whether your needs concern Intelligent Networks, Cellular 
Radio or Metropolitan Area Networks, the pace of evolution is 
always tailored to your particular requirements. 

And Alcatels worldwide expertise is used to ensure 
compatibility in line with all relevant international standards. 

The Alcatel 1000 Series is more than a concept, it is a reality. 
A reality that's available now. 
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NETWORK SYSTEMS 
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Alcatel n.v., World Trade Center, 

Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 











V. 




12 


BUSINESS AND THE ENVIRONMENT 


KPMG undertakes 
its own green audit 


I t Is at first difficult to see 
the connection between 
the appearance of green 
bins in toe London offices of 
KPMG Peat Marwick McLin- 
toek and the instruction from 
the firm’s senior partner in 
chares of south-east England. 
Cohn Shannon, that no memo 
may be issued on general cir- 
culation without permission. 

Each represents part of the 
firm's two-pronged initiative to 
reduce paper consumption and 
recycle its waste paper. 

These schemes were once 
the preserve of idiosyncratic 
businesses and voluntary 
organisations. But now bigger 
companies, including IBM, BT 
and British Gas, are recycling 
and conserving paper too. 

Most do it as part of a com- 
mitment to improve their envi- 
ronmental performance - con- 
sidered by most companies as a 
business necessity. KPMG has 
demonstrated that paper 
recycling schemes can both 
save and make money. 

The programme, started as a 
pilot In August last year, now 
collects about 80 tonnes of 
high-grade white office paper 
fro m the firm’s 4,000 employees 
located in seven London 
nff jr^ S- 

The paper scheme is part of 
the firm’s Green Code, a policy 
designed to improve its envi- 
ronmental performance by 
reducing waste, cutting energy 
consumption, using environ- 
ment-friendly products and 
reducing pollution from its 
vehicles. 

White the code represents a 
genuine commitment to reduc- 
ing its environmental Impact, 
the firm's management consul- 
tancy now also offers an envi- 
ronmental service Its success 
at achieving its own green tar- 
gets is important to the mar- 
keting of this service. 

Besides Shaman's directive 
on memos, other measures 
have been taken to reduce 
paper consumption. AH papers 
prepared for the board are cop- 
ied on both sides. Photocopters 
capable of double-sided copy- 
ing have been installed and 
these models will eventually 
replace most of single-sided 
copiers. - 

“There is a downside here," 
says Martin Houldin, who is in 
charge of green issues. "Dou- 
ble-sided copiers are mechani- 
cally more complicated and 
also take a longer time to pro- 
duce copies." 

fjharnum has also instituted 


a “Friday Bulletin" on the 
computer network. This is an 
electronic newsletter delivered 
to computer screens. Most 
paper memos which used to be 
Sedated to all the staff via 
the post room are now deliv- 
ered electronically on the bul- 
letin. 

Shaman's commitment to 
the Bchexne has helped to drive 
it along. He has been known to 

call managers into his office to 
question the need to circulate 
memos. “Most of what we 
do is by facilitation and dem- 
onstration," says Houldin. 

Waste paper is deposited in 
special green plastic bags 
suspended on simple metal 
frames. Cleaners collect the 
b ag* when fuH and leave them 
for collection by Papercycle, a 
company contracted to remove 
it tor recycling. 

Papercycle offers a recycling 
consultancy and a free collec- 
tion service for com parties with 
sufficient volume. It makes its 
money by selling the paper on 
the scrap market Because of 
KPMG's high volumes. Paper- 
cycle pays for the paper on a 
scale linked to the market 
price. 

When the scheme began 
high-quality scrap paper was 
reaching about £40 a tonne. 
This has now dropped to about 
£20 a tonne, although Paper- 
cycle's managing director, 
Celia Crooks, expects the price 
to increase as ute market for 
recycled paper improves. 

Even with the current low 
prices for scrap, KPMG expects 
its scheme to break eves 
within the next six months. A 31 
subsequent profits will be 
given to charity. But the firm 
is also expecting real savings 
from its moves to reduce the 
volume of paper used. 

Houldin stresses that die 
success of these schemes 
depends on efficient organisa- 
tion and a high awareness 

among staff The aims of the 
scheme are communicated at 
staff meetings and through 
posters. 

Shaman sees the process as 
evangelical Although many 
staff are already keen to save 
and recycle paper, most start 
off as agnostics. A manager's 
job is to take them through the 
process of becoming c on verts 
and finally zeofotSL The Mnfo frt 
then continue the education 
process within the office, 
reducing manag ement input. 

Peter Knight 



Clive Cookson reports on schemes to combat urban colour pollution 


C olour pollution is a 
term coining into vogue 
among landscape archi- 
tects. It does not refer, as one 
might expect, to pollution of 
rivers and watercourses by dye 
and pigment manufacturing, 
but to the ill-considered use of 
colours on buildings. Most 
shopping streets in me indus- 
trialised world contain glaring 
examples - gaudy shop fronts 
clash with one another and 
overwhelm the traditional 
local environment 
“While most of us have wel- 
comed the colour revolution 
that has followed the grey aus- 
terity of the post-war years, it 
is also to be deplored tor the 
confused and meaningless mes- 
sages it can sometimes con- 
vey," says Michael Lancaster, 
architect and colour specialist 
“In thin sense colour can be 
regarded as a potentially dis- 
ruptive and polluting force.” 

The problem is a result of 
the explosion of synthetic col- 
ours produced by the chemi- 
cals industry. More than 3m 
odours have been synthesised 
and 9,000 are currently in pro- 
duction. Although the chemi- 
cals industry is indirectly 
responsible for colour pollu- 
tion, it Is also beginning to see 
the problem as a potential mar- 
keting opportunity. 

Afcsp , the Iwterpgflnng] paint 
company based in the Nether- 
lands, is load nig the way. It is 
working with cities across 
Europe to develop “coherent 
colour palettes" for their build- 
ings, based on local traditions. 

Turin in Italy has the most 
extensive scheme, says Cees 
Groeaewegen, special projects 
manager at the S fldMM Foun- 
dation, Akzo’s colour research 
organisation. Over the last 10 



to grey 


years the owners of 10,000 
buildings in Turin have agreed 
to follow the ap p rov ed colour 
scheme. In. exchange they 
receive a paint subsidy from 
the city government 

A large project is now under 
way in Barcelona, Spain. And 
Akzo is starting a slightly 
smaller colour scheme in Nor- 
wich, England. 

The Barcelona project Is 
focusing first on the Ramhla, 
the city's promenade which the 
poet Garcia Lorca called “the 
most exciting street in the 
world.” The excitement is stiff 
there - the Ramhla is always 
thronged with people and cars 
- but time, pollution and 
tacky commercialisation have 
taVpn their toff. Most at the 
original catloura have been lost 

Now a mixture of Catalonian 
pride and the imminence of the 
1992 Olympic Games have 
prompted the city to restore 
the facades of the BamWa’s 
100-phis buildings to their for- 
ms’ glory. 

Research work started in 
1989, as a co-operative effort 
involving Akzo, the city and 
several local architectural and 
art-historical bodies. The first 
phase was to collect detailed 
information about the way the 
Ramhla used to look, from old . 


drawings, early photographs, 
paintings, letters and accounts 
of early travellers; at the same 
time the existing facades woe 
analysed to show what by 
b eneath the modem /vwHng s 

After establishing the col-, 
ours and textures appropriate 
to sele cte d bufidingB, compre- 
hensive elevations were cre- 
ated and coloured in to dis- 
cover the overall effect on the 
Ramhla. This procedure led to 
a recommended range of col- 
ours: 26 for stucco facades, 11 
for thnm on which h™* paints 
had been used, and seven for 
“sgraffito” (the technique in 
which layers of different col- 
oured plaster are selectively 
removed to create a multi-cot 
oared bas-relief effect). Most of 
the colours are in the yellow- 
brown-red range. 

Work started on the Ram- 
ble's first five buildings in 
\ and the city hopes tofin- 
the work before the Olym- 
pics. It will then move hound 
the Rin ufria to an ambitious 
scheme for most of the city. 

The Norwich project Is also 
starting with a small historic 
area — Tflrp Hill, which was 
founded by Dutch wool traders. 
Akzo worked with the city, 
council to draw up a draff “pal- 
ette for Norwich" which is now 


haring to the 30 build- 

ings of Eton Hitt - all owned 
by the coandL 

The city expects to finish re- 
colouring' gim ffffl by the end 
of this year. It will then move 
cm to Timber HID, where coun- 
cil-owned property is being 
redeveloped with commercial 
developers. 

In Enin Hit] and Timber Hiu 
tite city can impose the palette 
as the owner of the properties. 
In the third area ~ around 
Norwich marketplace - it will 
have to persuade private own- 
ers to use the approved col- 
ours. “We’re keen not to force, 
anyone to use the colours or to 
use Akzo paints," says Tim 
Anderson, the city’s informa- 
tion officer. 

Eventually there wifi be a 
pelette for the whole of Nor- 
wich, adapted to suit the his- 
torical rihtrnu cte r of each area. 
In. Market Square neutral col- 
ours are favoured, to suit the 
wiaMrirai architecture and to 
act as a backdrop- for the 
strong colours of the market 
staffs. *Tn Sim Hffl richer col- 
ours could be employed, espe- 
cially in Tudor style," says 
Brian Robson, head of Akzo’s 
UK colour dwrig n twmi. 

As Robson observes, “a 
ect of this nature most 
ably go for beyond design ele- 
ments. We become involved 
with social and pahfical issues. 
We need to reconcile the often 
conflicting views of 
freedom and social 

The philosophy behind the 
aitadc on colour pol lution is 
summed up by the French col- 
our *tawHnf Ann PhflHpe Len- 
dos: “If you want to paint tile 
outmde of your house, get your 
neighbour to choose the col- 
ours." 


Chile puts a value 
on its waste water 


By Leslie Crawford 

U ntil recently, the waste 
water from copper 
mines was considered 
an ecological hazard. The 
water, used to slush away 
tb ^noaTwis of tonnes of sterile 
rock after the red metal has 
been extracted, co ntain s high 
concentrations of s u l p ha t e s , 
molybdenum and copper, ft is 

lmenfe tO drink, expensive tO 

treat and generates by for the 
biggest disposal problem for 
mining companies concerned 

with the environment 

But a pioneer project m 
f!hite has just won an Ameri- 
can environmental award for 
showing that the waste water, 
known as fo fr l ng s effluent, can 
be safely used to Irrigate crops. 
It hes channe lled the' waste 
water of El Tentente, tire larg- 
est underground copper mine 
in the world, to transform the 
dry Caren Valley in central 
Chile into a verdant patchwork 
of fruit orchards and vegetable 
plots. 

El Teniente, located hi gh op 
in the Andes, processes about 
100,000 tonnes of ore per day. 
There Is no space in the moun- 
tains to store the waste rock 
(tailings) so it Is mixed with 
water and slurried down the 
rugged terrain to a new dam in 
the Caren Valley. 

Recycling the water is net 
possible because of the differ- 
ence to hehfot between the tail- 
ings dam and the mine. Nor is 
it feasible to treat the effluent, 
as -the dam discharges the 
waste water at a rate of LS00 
litres por, second. .. 

Originally, the state copper 
corporation Codelco planned to 
release the wa ate Water into a 
stream flat flows Into a large 
hydroelectric reser v oir . But US 
environmental consultants 
Dames & Moore proposed a dif- 
ferent solution: why not use 
the effluent for agriculture, 
transforming the waste water 
into a valuable resource for th® 
barren valley? 

flnrfri wi was enthusiastic, ft 
established a 10-hectare expert 
mental form with crops known 
to tolerate metals and sul- 
phates. The original crops 
induced alfalfa, wheat and 
com. and the encouraging 
results prompted farther trials 
with asparag u s, beans, green 
peppers, onto* melons, , neo- 
tarines and pears. Cattte, sheep 
and rabbits are also rate d on 
ftp experimental * ntn_ 

Jaime Illanes, Dames & 


Moore's chief consultant .to 
Chile, believes the Codelco 
project Is the first scientific 
study into the use of wiUMted 
farfHng a effluent in agriculture. 
"All the products of the form 
- milk, meat fruit and vegeta- 
bles - as well as the quality of 
the soil, are monitored for the 
concentration of metals, " he 


, four yeaw, the retails 

are encouraging. Only beans 
and chillies are not safe to eat 
la other craps, tie copper and 
molybdenum appears to con- 
centrate in leaves end stalks, 
rather than in the edffite parts. 

The experimental farm 
ea rned Dazaes & -Moore an 
E n g ineering Excellence Award 
from the Consulting Engtoeew 
Council of the state of Utah. 
After four years of rigorous 
quality control Codeko is now 

ready to test productivity on a 
commercial scale at a larger 
estate In the Caren Valley. 

“So far we have had very 
high yields with affnffh, while 
other crops are growing nor- 
mally," says Bartofone AJjam, 
the en v ironment control man*' 
ag er at Codelco's El Tenfeote 
divUdcHL 

AfyKTO is travelling to Europe 
this month to present the 
results of another novel envi- 
ronmental project: the refores- 
tation of old tailings dams 
which had been previously 
considered too sterile and arid 
to bear: plant life- ■ 

But after a lO-year effort, 
Afraro has succeeded in creas- 
ing a m«ii forest in a section 
of the Caagnantg tafllap dam- 
There are now 34 afferent 
kinds of trees, drifts and 
grasses g rowi n g thaw - ever- 
green cypresses, eucalyptus, 


as well as wheat and baftey. 

At first, careful irrigation 
and treatment at the sofi was 
needed, but now Aflato ny* 
that the 33-hectare site has 
developed an ecpsysfiestt OTlfo 
own. “What we bavrbtea aide 
to prove is that one can rote- 
rest almost anyldnticCi 
dam, even, ones 
totally sterfle,” he 
- . B Salvador. a Codefoo cop- 
per .mine In the Atacama des- 
ert, is now keen. to-wtart its 
own Irrigation and reforesta- 
tion schemes. Although' B Sat 
vador toff have to flwtws&a.to 
counteract the ntwwHi iaimVy 
nt the desert so& Aftwn aaya 
“Nothhw te tiapbaWB.*- /> 
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„ GENERAL AVIATION’S . - 

BIGGEST SUCCESS STORY HAS OPENED 

A NEW CHAPTER. 


Over the years, Beechcraft King Airs have 
boon chosen more than two to one over any other 
single line of corporate airplanes — turboprop or 
Jet A performance that speaks volumes on 
corporate sensibility. 

Now, from the company that wrote the book 
on turboprop efficiency, comes the newest 
chapter. The Super King Air 350. 

The Model 350 Is the biggest King Air ever— 
over 34 inches longer than its predecessor, with 
a wingspan 36 inches wider. 


Thattranslates into ample room for eight 
passengers, plus full fuel, plus baggage A quick - 
payload comparison with the Citation V finds 
the V woefully lacking at 1700 pounds, while 
the Super King Air 350 carries 3249 pounds. 
Almost double the capacity. 

And Bee all King Airs, the Super King Air 350 
is fiscally responsible. At a cruising speed of 
358 mph, the Model 350 can rush key office 
personnel to thelrdestkiation within minutesof 
jets, fora thW less fuel. 


For more information, call the Beechcraft 
distributor nearest you — or call Beechcraft 
Marketing, Wichita, Kansas USA 316-676-7072 
Rax: 3166766808 Tetec 203603 (BEECH). 

Beechcraft Where newideas take flight 


9eechaaft 

iCompary 


Air Hanson Aircraft Sales 
Camberley, Surrey UK. 
Phone: 44-252-890089 
Fax:44-252-890102 


Beechcraft Sales & Service GmbH 
Augsburg, Germany 
Phone: 49-821-70030 
Fax; 49-821-7003153 


CompagnieTtansaif 
Paris, Prance 
Phone:33-1-48-35-9797 
Fax: 334*48-35-9500 


UNITED STATES 
.FINANCE * 
INVESTMENT 


The FT prop oa cg to pub- 
lish an important surrey of 
the United States econ- 
omy, markets, and 
investment outlook on 

26 1991 


If yon are promoting your 
company's presence and 
services in the United 
States to the international 
business community, yon 
win want to advertise in 
this feature. 50% of Inter- 
national Financial 
Managers and 54% of 
Chief Executives in 
Enropcjg hugest companies 

For advertising informa- 
tion, please call 

- Maty EDcn Houck 
F hamcM Times 
(New York) 

Tet 212 752 4500 
Fax: 212 319 0704 


Anna Fairfax 
Financial Times (London) 
Tet 071 873 4167 
Fax: 071 873 3078 


Dmtai 

imenatiomd FlMoaee Uimgm In 
Europe 1989 

Chltf Execmtm ta Europe 1990. 


FT SURVEYS 


BELGIUM 


The FT proposes to 
publish this survey ou 
25 Jane 1991. 

54% of Chief 
Executives in Europe's 
largest companies read 
the FT. If you want to 
reach this important 
audience along with 
decision-makers 
worldwide call 

Meyrick Sinunouds 
Tel (02) 513 2816 
or fax (02) 511 0472 
or write to him at: 
Roe Ducale 39, 
Hertogsstraat, B-1000 
Brussels, Betgnnn- 

Otua Source: Qdtf Exeaotwa 
In Europe 1990 
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CITY OF LONDON 


W in \ ire you ro view rhe ,Mrr< cvle.s-iieiu 
Ritnii'e in our new show rooms 


NOR MANP 
CIT YOF LONDON 1 

THAMES EXCHANGE 
Upper Thames Street. London EC4 

071-236 3745 

Please contact Sarah Lewis or MOtCf Toongl 



LONDON PROPERTY COMPANY NOTICES 



10 mins Gty/Dockbnds. 
Grade H listed 4f5 beds. 2/3 tec. 

Restored viQa m Coos. area. 
SEL5/5E1. Many original features. 
£164£59 
(071) 237-2189 


BUSINESSES 

FOR SALE 


Tuesdays, 
Saturdays 
and now 
FRIDAYS 

For further 
Information 
please contact 

Gavin Bishop 
on 

071-873 4780 

or 

Melanie Miles 
on 

071-873 3308 


SOUTH AU8TRAUAN 
. GOVT.' • 
.396 CONSOLIDATED 
STOCK BEARER BONDS 
Notice to Holders . . " 

New coupon sheets toil be ' 
issued lo hoktexs presemfog for 

payment the coupon dated 

1 July 1991 

Reserve Bank of Australia 
10 Old Jewry, 
London EC2R 8PT 

EVEHADS BREWERY" 
UMTED 

Mince b beategtwa M vanferbooto 
and Ngtoar «f ma 8% ContaNM 
Otronoo Sturm d9>e atom imctO 
temmv v* bactaad m Wft Am iMt. 
fcM te a t |« p «N»dfenaHt 
| <S«wla«vewlydMfMdan 30 JuMim. 

| •roROetaFTtcaoMto 

HARBUHli ' . 
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LEGAL NOTICES 


E B Dmtal SnppOra UnlM 

■ W iiwdiiDinaiB 
Trula CtaaaltMtoE to 

«*w eoA ul i im w at fa M mMUUiUUo 
n wata w w DmM John SkAm and CWaw- 
tfm Jofia KUQtMa 

Cort Gully 
IfiMl Panda 
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Chria J Mugha. of 
Cert Qufty. a Qrayfriata Bond. Hnadtna. HQ1 
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Building the transmission networks 
of the future has never been so simple. 


Within the new Alcatel 1000 Series is a synchronous system 
family to cover all areas of transmission. 

Unlike plesiochronous systems, SDH (Synchronous Digital 
Hierarchy), offers a far greater overall network performance 
and flexibility to meet the increasing demands being made in 
telecommunications. 

And it has the ability to carry both narrowband and 
broadband traffic efficiently, thus easing the migration of 


networks towards broadband ISDN. 

Alcatels SDH system concept also ensures compatibility of 
synchronous and plesiochronous systems. 

At all levels of network infrastructure, the SDH family offers 
convenience and efficiency. 

Whether your priority is increasing backbone transport 
capability, optimising network node topology or introducing 
advanced loop services. SDH from Alcatel is available today. 


NETWORK SYSTEMS 


Alcatel n.v.. World Trade Center, 

: Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 
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ARTS 


Idomeneo 

GLYNDEBOURNE 

This season's Idomeneo at 
Glyndebourne is appropriately 
dedicated to the memory of 
tire late Eichard Lewis, the 
tenor sorely more closely 

associated with the opera’s 
title-role than any artist store 
Anton ^<>^1 for whom Mozart 
wrote it Trevor Nunn's 
production of 1988 has been 
directed by Stephen Bayne. 

Graeme Jenkins conducts the 
jynwtrtn p hilhar monic. As in 
Death in Venice he sbowes the 
knack, not possessed by every 
Glyndebonrne conductor, of 

filling that tonedrier of a pit 

with warm, vital sound. Be 
did this to grand effect on 
Monday in the first two acts. 
After the interval the drive 
sometimes slackened and, for 
example. Ilia’s “Zeffiretti 
Jusinghieri” and Arbace’s big 
accompanied recitative were 
a shade too leisurely. 

Keith Lewis, the new 
Idomeneo, pupil as well as 
Bear-namesake of his 
distinguished predecessor, is 
most promising. The wretched 
king’s troubles are conveyed 
with natural dignity, the voice 
is dear, sweet and supple 
enough to bring off an 
ambitious cadenza in "Poor 
del mar”. Lewis did the 
abdication speech well en ou gh 
to make one regret the absence 
of Jdomeneo’s final aria. He 
is matched by an Ilia of 
exceptional quality in Sylvia 
McNair, whose finely spun 
line is fall of colour not least 
in the aH-important 
recitatives. She moves with 
unusual grace. Her stillnesses 
are eloquent Otherwise, apart 
from the sound High Priest 
(Kim Begley), Arhace (Babin 
Leggate) and Voice of Neptune 
(Peter Rose), the casting was 
uneven. 

Mozart rewrote the part of 
Idamante the king's son 
(originally for teale soprano) 
for a single, mainly amateur 
performance in Vienna. H he 
had been able to cany out his 
intention of a thorough 
revision giving the rde of the 
king to a bass, the change 
would have worked better. 

As it is, the more I bear of 
tenor Idamantes, which 
Gfyndefaourne traditionally 
prefer, the mote I long for 
. mezzos. Four tenors in the last 
act is simply too much. John 
LaPierre's well-covered, rather 
sentimental college boy of a 
Cretan prince did not change 
my mind in spite of his 
agreeable timbre. 

The Elettra, Stephanie 
Frieda, also American and an 
experienced performer, 
prelected an unsubtle view 
of the character. The dramatic 
first and last solos passed 
muster but, like many 
sopranos she was unhappy 
with tiie role’s danger spot, 
the middle section of the 
siatiana chorus - a 
treacherous twenty bars 
needing perfect command of 
legato in the middle register. 
Though the full tension of the 
sacrifice scene has not yet 
been recaptured, the chorus 
was as lusty as ever. 

Nunn’s serious, carefully 
thought-out staging had real 
merits, yet it was a partial 
view of this many -layered, 
inexhaustible opera. Designed 
as a festive work, Idomeneo 
came out more than that, but 
the festive elements, the 
spectacle and the ballet (which 
Mozart; who cut so much, 
refused to leave out “because 
1 love it so”) must be 
represented. In the revised, 
murky lighting both set and 
costumes make a depressing 
contrast with the clean, 
ringing colours of the Paris 
EntfQhnmg already described 
here. As for the two little 
dances we are allowed, their 
inclusion in a performance 
on this level Is hard to credit 

Ronald Crichton 


TELEVISION 



The best of the bunch in Banff 


The story so far: British 
program me makers entered 21.4 
per cent of the 500 programmes 
at the 12th Banff Television Fes- 
tival. Qf the 159 programmes 
selected by the festival commit- 
tee to put before the interna- 
tional jury, 32.4 per cent were 
British. When the jury 
announced the programmes 
they toere shortlisting Jdr prizes 
47 per cent were British- Last 
week's column, written from 
inside the jury room, ended 
with the cBffhanger question : 
could the British sustain their 
seemingly inexorable progress 
and tom mare than 50 per cent 
of the prizes against competi- 
tion from the rest of the world? 
Now read on. 

F es, they could. Not 
only did British pro- 
grammes take the 
prize in six of the 10 
categories, raising their suc- 
cess rate to 60 per cent, but the 
BBC's mini-series Portrait Qf A 
Marriage then received the 
Grand Prize of the Festival, the 
one which is reported interna- 
tionally and remembered in 
later years. Having already 
won the Grand Prize in 1982, 
1985 and for the past three 
years consecutively, Britain 
now has a record of six, the 
next highest national total, 
Italy's, being two. 

The category prize winners 
were: 

Arte Documentaries: Book- 
mark: From Moscow To Pte- 
tushki, BBC, UK. 

Children's Programmes: The 
Little Kidnappers loose Maple 
Leaf Productions and CBC for 
the Disney Channel, Canada. 
Comedy: The Curse Of Mr 
Bean, Tiger Television for 
Thames, UK. 

C o n tinuin g Series: Les Fines de 


Caleb, Citd-Amdriqne with 
SRC. Canada. 

Features: Changing Step , BBC 
Scotland, UK. 

Mini Series: Portrait Of A 
Marriage, BBC with WGBH 
Boston and TV New Zealand, 
UK. 

Performance Specials: 
Memento, Slovak TV Brati- 
slava, Czechoslovakia. 

Popular Science Programmes: 
The Trials Qf Life: Bunting 
And Escaping, BBC Bristol, 
UK. 

Short Dramas: Jr The Border 
Country . Little Bird Produc- 
tions for Channel 4, UK. 

Social And Political Documen- 
taries: The CSoU War, Floren- 
tine Films for PBS, US. 

There were also two special 
jury prizes, the first of which 
we awarded to Canadian Joyce 
Borenstein for her nnnhanHwg 
and original use of animation 
in The Colours Of My Father, 
and the second to Tomas Dfflen 
and Anders Ribtyoe for the 
courage of their Journalism in 
the Swedish documentary The 
Law Of The Jungle which 
enabled those involved in an 
appalling pattern of terrorism 
and virtual slavery in Brazil to 
tell their own story. 

Two categories proved rela- 
tively easy to Judge. In Chil- 
dren's Programmes our short- 
list contained a moral tale 
from Canada called Maggie's 
Secret which sought to lighten 
the load on teenagers saddled 
with alcoholic parents; the act- 
ing was One but the script 
sounded like something con- 
cocted by a committee of psy- 
chologists. There was also 
Ralph S. Monse from the US, 
using splendid technique to 
mi* live action and animation, 
but with a surprisingly boring 


story. So Canada’s glossy 94- 
minute movie. The Little Kid- 
nappers, starring Chariton Hes- 
ton in a period costume drama 
about two young Scottish 
orphans ami their puritanical 
grandfather in Nova Scotia, 
pretty well selected Itself. 

Comedy was also compara- 
tively straightforward. Three 
of our four short-listed con- 
tenders were British: Bale And 
Pace ; A Night On Mount Edna, 
one of the outrageous Edna 
Everage chat shows; and Mr 
Bean. The other finalist was an 
extraordinary Australian pro- 
gramme called The Money Or 
The Gun: International Year Of 
The Patronising Bastard which 
challenged public embarrass- 
ment and condescension in 
dealing with the disabled by 
subjecting them to as much 
ridicule as anybody else. 
Though we admired its cour- 
age most of us on the jury frit 
it odd to categorise this as a 
comedy. As it was, Rowan 
Atkinson’s latterday Harold 
Lloyd character, Mr Bean, with 
his silent comedy routines, 
walked away with the award. 
It is difficult to believe this 
was the funniest programme 
on British television in the 
past 12 months, never mind In 
the world, but seven viewers of 
different nationalities could, 
and did, watch and laugh 
simultaneously. 

In the other categories there 
was considerable agonising 
over the winners. Far example 
in Features, while many of us 
admired Canada's bittersweet 
prairie love story, Getting Mar- 
ried In Buffalo Jump, some felt 
it was flawed by script anoma- 
lies; and although we were 
deeply impressed by Ger- 
many's technically superb 


Simenon mystery, Another 
Lover, several of vs suspected 
the surface concealed a lack of 
depth. But then the BBC’s odd 
story of limbless servicemen 
pnrf (fores divisions in Edwar- 
dian Scotland, Changing Step, 
could hardly be described as 
flawless; it suffers from several 
longeuxs. Was it really the best 
of the bunch? After much dis- 
cussion we decided it was. 

In Social And Political Docu- 
mentaries there were differ- 
ences between those who felt 
that heart should count as 
much as head, and who wanted 
to give the prize to Canada’s 
Bom In Africa about a popular 
singer dying of Aids, or to Swe- 
den’s Law Of The Jdngle about 
terrorism in Brazil, and those 
like me who argued that The 
Civil War was by far the most 
outstanding «mmp ia of docu- 
mentary programme making, 
however conventional, with its 
masterly use of photographs, 
old letters, music and strand 
effects, and virtually demanded 
the award. 

Perhaps our least difficult 
ftoHwtnm was to give the Grand 
Prize to Portrait Qf A Mar- 
riage. In an odd way the BBC 
was almost at an advantage 
here in d puling with such an 
obviously difficult topic (Vita 
Sackvfile West's lesbian love 
affair). Having avoided the pit- 
falls of 'crassness on the one 
hand and exploitation cm 'the 
other, all the BBC’s Bfrrwng tha 
came Into play, script by Pene- 
lope Mortimer, wonderful act- 
ing from Janet McTeer and 
Cathryn Harrison, and right- 
ness In an the details from 
locations to costumes. 

With British programme 
makers dominating the. prize 
categories in such an extraor- 



Scene from the BBC’s Grand Prize winner, ‘Portrait of a Marriage” 


dinary way, are we obliged to 
concede to our more gung-ho 
broadcasters and politicians 
that British television is the 
best in the world? 

It is not necessarily so. Festi- 
vals such as Banff concentrate 
on specific programme catego- 
ries. There are no prizes here 
for news, current affairs* sport, 
game shows or soap operas. 
Perhaps those are all done bet- 
ter elsewhere, though experi- 
ence suggests otherwise. Fur- 
thermore, however hard the 
organisers may strain to avoid 
It (and Canadians with the 
Qudbecois factor try harder 
than most) these occasions are 
decidedly Anglophone: English 
is becoming as much the inter- 
national lingua franca of televi- 
sion' as it is of medicine dr air 
traffic control; but maybe -Chi- 
nese television is, secretly, the 
best in the world. Then again. 


maybe not. 

These are, anyway, pretty 
weak arguments. We expect to 
judge a medium of expression 
by its highest forms, not by its 
m a s s popular aspects: nobody 
ever suggested the the litera- 
ture of country X was great 
thawfcw to the standards of its 
magazines or the art of coun- 
try Y especially notable 
because of its splendid post- 
cards. So drama and documen- 
tary, arts and science pro- 
grammes must, of course, loom 
forge in the estimation ot tele- 
vision quality. That being so, 
British programmes - Judging 
by their unparalleled success 
in the past nine months at the 
Prix Italia (the most Important 
in Europe), the Reims Festival, 
and now Banff (the most 
important in North America) 
- can indeed claim a very 
hi g h unking . 


. . The strength of British trie- 
vision is brought btaoe to you 
dramatically when you watch 
two editions of Aqpfal's Sur- 
vival, first Alan Root's "Bare 
Be Dragons” with its astound- 
ing sequence of a crocodile 
catching a wildebeest e, and 
then "The Secret World 01 
Bats" with similarly amazing 
photography, and you third: 
“Well nothing can possibly 
beat those”. Then yen watch 
Trials Of Life featuring the 
marauding killer whales of 
Patagonia* ‘ snatching sealion 
pups off the beach, and realise 
how wrong you were. Finally 
you register that this, too, Is a 
British programme, and it 
becomes very difficult indeed 
to deny that Britain does, 
truly, mafcw outstanding televi- 
sion. 

Christopher Dtmkley 


Intermezzo 

KAMMERSMELE. HAMBURG 

Ask for theatrical nostalgia and, before 
you can say fin de siide, the British will 
mount Oscar Wilde or JJ1 Barrie, the 
French will come up with Cyrano and the 
Germans will trumpet Arthur Schnitzler, 
as decorous as the best of than but dis- 
tinctly teutonic in his choice of kicks: not 
class or romance but sex in the head, 
Freudian intuitions - Schnitzler and 
Freud were friends - unconscious motiva- 
tions. Catch these nerve strains, and a 
Schnitzler production can seem up-to-date 

and ffhallaig in g ; lose them In manner ed 

comedy and you have a period piece of 
stylish but empty charm. 

Hamburg has the latter. *7 have a cer- 
tain respect for people who go to the thea- 
tre in summer,” says a character in Inter- 
mezzo, to the cheers of a flattered 
audience. Gterd Bockmann pinpoints the 
summery mood with birdsong, piano tin- 
kling In the conservatory, the patter of an 
evening shower, as the lights go on in the 
music room. Women, long-necked and con- 
fident float in like swans; men answer. 


like willowy reeds, graceful, accommodat- 
ing, fatally iflp-Mrtg backbo ne. Oh, those 
decadent Viennese! Each glance and 
cadence exchanged between composer 
Amadeus (Peter Satfanatm) and his opera- 
singer wife, CedUa (Birgit DoU), has the 
delicacy and poise we associate with the 
time and place, and since the characters 
are intent an a self-conscious choreogra- 
phy of their own lives, Bockmann’s pro- 
duction is not without psychological sense. 

The trouble is that the psychology never 
develops. Amadeus lives and lives to avoid 
greeting boredom face-to-face; Cecilia fan- 
cies creative fulfillment; and both believe 
in their coolj planned open marriage. Illu- 
minations should come when these sec- 
ond-best ideals collapse, bat hero the 
finely agonised monologue, the screeching 
marital row, are stilled within one of the 
most conservative, stagey stagings I have 
seen in Germany. 

Elbows rest on piano-tops, tunes stop 
mid-crescendo, characters storm out of 
doors and turn back. Just when you expect 


them to, cigarettes are noisily rolled and 
lit and sighingly smoked. Busts of Beeth- 
oven, Wagner and others tower over the 
action; between them, a space is left, pre- 
sumably for Amadeus’ own marble head to 
Join than. Sattmann is suitably self-impor- 
tant as the composer; Ms Doll returns bis 
patronising tolerance with gushy politesse. 
Hie was loosely based on Mahler, she on 
Schnitzler's wife, Olga, and there's a tan- 
talising hint of eroticism and yearning, 
that echo of wifant and Mahler that Schnit- 
zler always suggests in these perfor- 
mances, but mostly Sattmann ami DoU 
pause and pose ami pace up and down 
without shedding light an the personal 
impact of their debate. Is a liberal mar- 
riage liberating for m en and. unliberating 
for women? How narrowly ' is each sex 
locked withfn his or her gender visum? 
Schnttzfer’s pet subjects are still being dis- 
cussed today, but not on the Hamburg 
stage. 

Jackie WuUsddager 


Cops 

GREENWICH THEATRE 

Mark Baker’s book, Cops, is a chillingly 
effective journalistic antidote to the 
media’s anodysed images of pollre enact- 
ing issues of the day In 30-minute chunks 
of prime time TV. It is chilling not simply 
in its unsparing presentation of the first- 
hand experience of policing New York, but 
in its portrayal of an ordinary workforce 
employed in the extraordinary work of 
maintaining a pretence of civilisation in 
streets far meaner than most of ns could 
imagine them to be. Using bullets of anec- 
dote, loosely grouped into areas of experi- 
ence, Baker conveys the variety of lives 
with common, threads of fear and alien- 
ation freon the ordinary realities of even 
their own families. There is no dramatisa- 
tion beyond the stories themselves, and no 
authorial presence beyond the inevitable 
editing ana ordering as the material. 

Bill Bryden’s adaptation bravely and 
disastrously attempts to do the same on 
stage. Seven cops, seen in police car, lock- 


er-room or howling alley, regale each other 
with experiences which range from lever- 
ing a crazed nymphomaniac off her dog to 
retrieving the skewered body of a child 
from a tree. Their anger and their para- 
noia point to the single concession to plot, 
which is the shooting of two of their num- 
ber for no better reason than that they 
patrolled the wrong place at the wrong 
time. It was all too grim for Outraged of 
Kent, who stomped noisOy out of the first 
night and win no doubt shower the theatre 
with protests about obscenity. 

The basic problem, though, is not the 
grisliness of language or description but 
the failure of the show as documentary 
theatre. The most obvious manifestation of 
this is Bryden's decision to represent the 
New York police force as all male. OK, so 
Cagney and Lacy are oat, but the absence 
of women from the beat leaves as funda- 
mental a gap as would have yawned bad 
Bryden decided to cast the force as all 


white. Even a token presence would have 
complicated the sexist banter, just as 
RJcco Ross's portrayal of a smart black cap 
iranises bis colleagues' flismi»rai of 
as “seagulls" (they shout all night, squawk 
all day, shit on everybody and are pro- 
tected by the federal government) 

However hard Bryden and hfo co-direc- 
tor Sebastian Grabam-Jones have tried to 
give the unvarnished truth, the demands 
of staging have left *hpm with a handful of 
characters shaped by a particular collec- 
tion of experiences - from TonyHaygarth’s 
maudlin belief in domestic morality to 
Gary Love’s emotional attempts to 
describe the indescribable aftermath of a 
road smash. Inevitably, perhaps, the play 
lacks the book's panoramic sweep, mule 
at the same tftne denying a foil dra- 
matic life. 

Claire Armitstead 


SHAPE CONCERT HALL 

This is an East-meete-West 
double bill: first a traditional 
Noh-play, Sumidagawd, played 
by a troupe from Osaka, and 
then the Britten “church para- 
ble” it Inspired - bis 1964 Cur- 
lew River - sungin English by 
the Hayashi Company, with 
British instrumentalists led by 
Steuart Bedford. (Praiseworthy 
sponsorship for the former by 
•the Great Britain-Sasakawa 
Foundation, and by Sanyo for 
the latter.) Excellently bold 
idea, . in principle; in practice 
certainly "Interesting'? but a! 
long slog, .and , not very moy- s - 
ing. The aesthetic stage-tradl- ■ 
tions of East, and West don't - 
meet easily. 

In Tokyo to 1956, Sumida : 
gawa made. a crucial impres- 
sion upon Britten, who went . 
on to write a trilogy of “church 
parables” on this model. Its 
story is stark and simple: &' . 
mother deranged by grief (and 
played by a male actor) crosses 
a river by ferryboat to find her 
lost son's grave. By prayers 
she conjures up his spirtt; but 
-she cannot touch him, and at 
dawn he vanishes. Though the 
idea of writing a drag-role for 
Peter Pears to the mode of ele- 
vated tragedy may have 
counted for something, what 
struck Britten most was the- 
Btripped-down manner still- 
ness and dignity without. any 
by-play, impersonal chanting, 
sober rhetoric to a loose frame 
without harmonic structure, 
accompanied only by an 
expressive Onto and punctuat- 
ing drums. 

It’s obvious enough why the 
theatrical style should have 
seemed an astringent revela- 
tion in the 1960s and early '60s. 
Transplanted to Aldeburgb in 
the 1990s, however - long' 
after the stylistic lesson has 
become familiar everywhere - 


Sumidagtaha is just foreign 
and very, very long; even in 
this politely condensed ver- 
sion. All that rigorous plain- 
ness Is to honour of the Japa- 
nese verse, which- we don’t - 
understand; the force and sub- - 
tlety of the declamation 
remain matters for conjecture. 
To ignorant Western ears it 
seems uniformly motto vibrato, - 
intense and strangulated. It 
might . be great poetry - or, 
equally, Victorian melodrama. 

Though the seasoned skill of 
tile troupe isn’t to doubt,- we 
recoga&ejt at .a^co^ iurm'b v 
length^ distance. We can see 
that Yasutaka- Izumi’s Mad- 
woman is a virtuoso model of 
slow-mbtion minimalism, and. 
the sextet of Buddhist masks 
sounds sternly humane. The- 
tern direct, piercing, voice that . 
needs no translation is Kefzo'. 
Akai’s haunting flute, but it 
falls sflrat (like the drums) far . 
the central duologue of Mad- 
woman and sage Traveller, 
where we are back with 
opaque, foreign, singsong verse . 
- far more foreign than, say, 
any Racine tirade, in which the 
“natural” dramatic inflections 
should be palpable even tp 
nbn-French-speaking .Euro- 
peans. 

The loyal Hayashi perfor- 
mance of Curlew River does 
Britten no. favours. Their ■ 
English is surprisingly good 
and sometimes dear, with the 
bonus of forthright, delivery 
innocent oT British-ecclesiasti- 
cal tones (whfoh were endemic .. 
among Britten’s -own chosen 
voices). The band is first-class, 
with inspired moments from 
Sebastian Bell's flute and Rich- 
ard ■ Watkins' superlatively 
staunch horn. What we notice 
most, however - because she 
isn’t there - is Britten's 
pathos-laden Madwoman. 


International 

Arts 

Guide 

TODAY'S EVENTS 


AMSTERDAM 

Muziekttteater 20.00 Glen Wilson 
conducts Pierre Audi's production 
of Monteverdi's II rltomo d'Ulisse 
in patria, with Anthony Rolfe 
Johnson as Ufisse and Graciela 
Araya as Penelope, also Fri and 
Sun. Tomorrow; Frans Bruggen 
conducts Idomeneo (6255 455) 

■ BARCELONA 

Gran Tea Ire del Uceu 21.00 

Francisco Aralza, accompanied 
by Jean Lemaire, sings Die schdne 
Muilerin (412 1466) 

■ BERLIN 

Komlsche Oper 19.30 Ballet gala 
with extracts from La Sylphlde, 
Swan Lake, Romeo and Juliet and 
others. Tomorrow and Sat Tom 
Schilling's ballet Les Contes 
d'Hoffmann (2292 555) 

Staatsoper ureter den Unden 19.00 
Fabio Luisi conducts Die 
£auberflote. Fri; Reiner Goldberg 
sings Max in Der Freischutz. Sat 
Tristan und Isolde. Sun: Madama 
Butterfly (2004 762) 

Deutsche Oper 19.00 Giacomo 
Aragail sings title role in John 
Dew's production oi Faust, with 


Inga Nielsen as Marguerite. Fri: 

II trovatore. Sat Giselle. Sun: Franz 
Welser-Moest conducts Jean-Louls 
Martinoty's new production of La 
clemanza di Tito (3410 249) 

■ BOLOGNA 

Tealro Communale 20.30 Gustav 
Kuhn conducts Lorenzo Amiga's 
Italian-language production of Die 
Zauberflfite, also Fri and Sun. 
Tomorrow; Daniele GattI conducts 
Strauss, Berg and Marco Tutino 
(529999) ■ 

■ BONN 

Oper 20.00 Michael Boder conducts 
Jean-Claude Riber's production 
of Peiieas et Mdfisande, with 
Malcolm Walker and Angela Maria 
Blasi in title roles, Jean-Phi I ippe 
Courtis as Arkel and Jean-Philippe 
Lafont as Golaud, also Sun. 
Tomorrow: Youri Vamos' 
production ot Swan Lake (773667) 

■ CHICAGO 

Orchestra Hall 20.00 Gunter Wand 
conducts Chicago Symphony 
Orhestra in Schubert’s Eighth and 
Ninth symphonies. Repeated 
tomorrow and on Fri a! 73.30 (435 
6666 ) 

■LONDON 

MUSIC AND DANCE 
Covent Garden 20.00 Royal Ballet 
triple bill ; Nrjirtska's Les Biches 
and Les Noces, plus Ashton's 
Scenes de balleL Repeated 
tomorrow and Fri (240 1066) 
Coliseum 19.00 Josephine Barstow 
sings Katerina in revival of David 
Pounmey’s production of Lady 
Macbeth of Mtsensk, conducted 


by Mark Elder. Warren Ellsworth 
sings Sergei and Willard White 
Is Boris. Also Fri (836 3161) 

Queen Elizabeth Hall 19.45 
Christopher Warren-Green Is violin 
soloist and conductor In a 
programme of French music with 
the London Chamber Orchestra. 
Tomorrow; Sir Arthur Bliss 
centenary concert. Sat: Chelsea 
Opera Group perform Puccini's 
La Rondine (928 8800) 

Barbican 19.00 Bramwell Tovey 
conducts London Symphony 
Orchestra In final concert of the 
1991 Sheli-LSO music scholarship 
for brass, in which six regional 
finalists perform solos and 
concerto movements (638 6881) 
Guildhall School of Music 19.00 
Last performance of Patrick Libby's 
production of Delius' one-act opera 
Margot La Rouge and Poulenc's 
surreal comic fantasy Les 
Mamelles de Tiresias (638 8891) 
THEATRE 

Musicals: Joseph and the Amazing 
Technlcolour Dream coat, one of 
the early fruits of the Andrew Lloyd 
Webber/Tim Rice partnership, is 
revived tonight at the London 
Palladium in a production directed 
by Stephen Pimiott, with a cast 
led by Jason Donovan. Tango 
Argentina at the Aldwych is a 
stylish, sultry and energetic song 
and dance show, built exclusively 
around the tango. Oscar 
Hammerstein's classic musical 
The King and I has been revived . 
at Sadler's Wells tor a limited run, 
starring Susan Hampshire and 
David Yip. At the Vaudeville, Dora 
Bryan stars in 70 Girls 70. a 
musical by Kander and Ebb, the 
writers of Cabaret and New York, 
New York. This is a West End 
premiere, and a transfer of last 
year's successful Chichester 


Festival production. Previews this 
week, with press night next Man. 
Phone Theatreline: Plays 0836 
430959 Musicals 0836 430960 
Comedies 0838 430961 Thrillers 
0836 430962 

■ GOTHENBURG 

Konserthuset 19.30 Kannu Koivuia 
conducts Gothenburg Symphony 
Orchestra in a programme 
including Tchaikovsky's Serenade 
for Strings and Ernst Krenek's 
Organ Concerto, with soloist Karin 
Andersson (167000) 

■ MADRID 

AiKMorfo National de Musics 19.30 
Frank-Petar Zlmmeimenn, 
accompanied by Alexander 
Lonquich. plays Mozart violin 
sonatas (337 0100) 

■ NEW YORK 

MUSIC AND DANCE 
Metropolitan Opera 20.00 American 
Ballet Theatre triple bill, including 
Swan Lake Act II. Tomorrow, Fri 
and Sab Vladimir Vaafllev’s staging 
of Don Quixote (362 6000) 

New York Stale Theater 20.00 NY 
City Ballet in a Balanchine triple 
bill. Tomorrow: Balanchine's 
Jewels (870 5570) 

Avery Fisher Hall 20.00 Andre 
Previn conducts Brahms' Academic 
Festival overture and Mozart's 
Symphony No 39, with Andre Watts 
soloist In Previn's Piano Concerto. 
Also tomorrow, Fri and Sat (875 
5030) 

THEATRE 

Mora Off Broadway: The 
Hunchback of Notre Dame is 
Everett Quinton's quasi-musical 
retelling of Victor Hugo’s gothic 


tale of the bell-ringer, the gypsy 
he loves and the evil archdeacon 
(Charles Ludlam. One Sheridan 
Square, tel 691 2271). Jungle of 
Cities is Brecht's play, translated 
by Anselm Hollo, set in Chicago 
In 1912, where the main 
combatants fight to prove who's 
the better man (Theater-Studio, 

750 Eighth Avenue, tef 719 0500}. 
Pageant Is a beauty contest, where 
Judges are selected from the 
audience to vote for Miss 
Glamouresse, in a show conceived, 
directed and choreographed by 
Robert Long bottom (Blue Angel, 

323 West Forty-fourth Street, tel 
262 3333). The Substance of Fire 
is Jon Robin Baitz's witty and 
Intelligent play telling of the 
struggle between an old-world 
father and his American children 
for control of their family-owned 
publishing house (Main stage, 416 
West Forty-second Street, tel 279 
4200). For Broadway shows, 
Tlcketron answers inquiries and 
sells tickets (246 0102) 


■ PARIS 

Palate Gamier 19.30 Last 

performance this season of Opera 
Ballet production of A Midsummer 
Night’s Dream choreographed by 
John Neumeier, music by 
Mendelssohn and Ligeti (4742 5371) 
Theatre de la VHle 20.30 
Tanzth eater Wuppertal opens a 
two - week season with Pin a 
Bausch's latest work, Palermo 
Palermo (4274 2277) 

Salle Gaveau 20.30 Paul 
Badura-Skoda gives the first of 
four recitals devoted to Mozart's 
piano sonatas. Next recital on Fri 
(4027 8017) 


■ VIENNA 

Theater an der Wien 19.00 Donald 
Runnicles conducts Achim Freyer's 
Hamburg production of Die . 
Zauberflote, with Kurt Moll as 
Sarastro. Kurt Streit as Tamino, 
Dawn Upshaw as Pamina and 
Mlfcaef Me/bye as Papageno. 
Repeated on Fri and Sun (586 1676) 
Staatsoper 20.00 Michael 
Schoenwandt conducts Harry 
Kupfer's production of Elektra, with 
Eva Marion In title role, Brigitte 
Fassbaerrder as Klytemnestra and 
Elisabeth Connell as Chrysotemis, 
also Sun. Fri: Ariadne auf Naxos. 
Sat: Arabella (51444 2960) 
Musflwereln 19.30 Young 
conductors’ concert with 
Tonkunstier Orchestra. Sat at 15.30 
and Sun at 11.00: Daniel Barenboim 
conducts Vienna Philharmonic 
Orchestra in a Mozart and 
Bruckner programme. (505 8190) 
Konzerthaus 19.30 Michael Glelen 
conducts Austrian Radio Symphony 
Orchestra In a programme 
including Mozart's Missa Sotemnis. 
Tomorrow: Theodor Guschlbauer 
conducts Haydn, Schubert, Berg, 
Webern. (7124 6860) 

■ ZURICH 

Tonhalle 20.15 Hiroshi Wakasugt 
conducts Tonhalle Orchestra In 
Mahler's Ninth Symphony, 
Wakasugi’s farewell performance 
as music director of the Tonhalle. 
Fri: final of 1991 Geza Anda Piano 
Competition (201 1580) 

Opernhaus 19.30 John Cage’s 
music-theatre extravaganza 
Europeras 1 & 2. also Fri and SaL 
Tomorrow and Sun: ballets by 
Pierre Wyss and Uwe Scholz (251 
0909) 


Though Tadashi Hosokawa 
kings her expertly and musi- 
cally. he also us realise 
how much the rofe depends 
upon- ' affecting -Western 
nuances. Pw ali r knaw, he 
may wring Japanese' withers to 
the point of unbridled tears; 
tat toaWsSternearbe sounds 
like an fight, uncomplicated 
character-teDw; and las extro- 
vert gestures suggest melo- 
drama rather than numb grief 

That Isn’t a complaint, but 
only an observaffai^abbutiiow 
p lace -bound the Sense of 
:togbafegesttBs& and. no 
less; it seems, the sense of Brit- 
ten’s - dramatic , writing for 
voice. It presupposes unwritten 
mores: -if the . tenor can’t mea- 
sure hfaisfltf against our focal 
dramatic conventions be won’t 
wrench onr .hearts, for the lit- 
eral musta cfoesnl tell him pre- 
cisely enough how to do a 
Peter Pears. Hosokawa has dis- 
tinguished support nonetheless 
from MakotoNadol as the wise 
Abbot, and -from Tetsnji 
Yoneda's rude Perryman. We 
miss only the sense of real, 
irrecoverable toss. 

The spectre of the lost 12- 
y ear-old son is carried over 
from Sumidaffatva: a very 
small boy, in white grave- 
clothes anda great black mane 
(standard Japanese iconogra- 
phy for the restless dead), ties 
here an. afistage treble voice, 
too uncertain to makeUs due 
effect. His doomed' reunion 
with Mother is a tame' event, ' 
and the new idea that ft 
should restore “her” to pious 
sanity - is barely signalled. 
Japan e se eyes and ears may 
respond differently, but I doubt 
that ours will. Britten's ultra- 
professional music needs a kiss 
of raw life which never comes. 

David Murray 


European Cable and 
Satellite Easiness TV 

f*H Umn Cat) 

WOMOAY TO RMMY 
Euroapart 

0800-0630 International Business 

report 

CNN 

0500-0630 Moneyiin* 

08000830 Monmtbw 
1230-1300 CNN Market Watch 
1330-1400 Business Day 
2000-2030 World Business Today - 
a joint FT/CNN production with a 
review of the day's major busi- 
ness stories 

2300-2330 Wdrld Business Today 
OUXUttSO MoneyUns 
Superchamei . 

0700-0630 Financial Times Busi- 
ness Report 

A Rve minute busine s s briefing 
broa dcas t thr ee times between 
0700 and 0500 

2220 - 2250 (Wed) Financial Times 
Business Weekly .- the latest 
round-tv of business news w»i 
James Bellini end Debbie Middle- 
ton. 

0830 & 2030 (Tburs) Financial 
Times Bush-mas weekly 

Sky Nan 

1200 International Business 
Report 

7130 (Thors) FbianeUU Times Busi- 
ness WeeUy 

SATURDAY 

aw 

0800-0830 Money line 
06004830 World Business Today - 
a Joint FT7CNN production 
1540-1810 Monamak 
1900-1B30 Worm Business This 
Week 

31107140 YOtir Money 

SUNDAY 

SwperchenrW 

1800-1890 FT Business Weekly 
19*WW» FT Business Week* ' 
29300090 FT Business Weekly 
Sky News 

1030-1100 FT Business Weekly 
CNN 

0710-0740 Money w oo K 
1640-1610 Your Money / ' j 

1W0-W4O Moneyweek 
00404)110 knetde BcttMe* I 
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Now adding broadband capability 
to your switching system is easy. 


As the era of broadband communications fast approaches. The convergence of the two systems into the A1000 switch 

Alcafel ls now offering the Alcatel 1000 E10 and Alcatel 1000 SI 2 proves Alcatels determination to continually evolve technology. 


^ switching systems, capable of handling both narrowband and The Alcatel 1000 E10 and S12 may initially be installed as 

* ' broadband ATM traffic narrowband systems and upgraded to broadband when desired. 


These represent the last evolutionary phase in the convergence Or if you need a standalone broadband system from the start, 

of the original Alcatel El 0 and System 12 towards a full single the Alcatel 1000 will provide you with an answer as well. Proof 
ATM broadband switch, the Alcatel 1000. that the Alcatel 1000 switch brings the future a step closer. 


▼ 



NETWORK SYSTEMS 


Alcatel n.v.. World Trade Center, 

Strawinskylaan 341, NL 1077 XX Am$terdam,The Netherlands. 
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A Russian 
leader 


THE CITIZENS of Russia today 
begin to take the largest step 
towards political freedom that 
they hare been allowed in 
their history. The six years of 
Mr Gorbachev have yielded 
great rewards for the world, 
but it has taken a crude blun- 
derbuss, Mr Boris Yeltsin, to 
force an opening for demo- 
cratic advance which has a 
good chance of being institu- 
tionalised. 

The six men from whom the 
Russians must choose range 
from the doubtful to the laugh- 
able. But they are the first not 
to be seeking hegemony 
through butchery, treachery, 
the will or God or the logic of 
history. This fact alone is 
worth a celebration. 

It is also worth emphasising 
that it is not only the first step, 
but one into a morass. The new 
president will make an oath, 
under the law which governs 
his office, to “protect the rights 
and freedoms of man and citi- 
zen”, but he will rule in a 
country still not sure of either 
its human or civic rights. He 
will dominate a Supreme 
Soviet in which there are no 
clearly defined parties and no 
clearly defined programmes: 
where the judiciary is weak 
and generally craven; where 
declarations, laws and pledges 
are rarely matched by action; 
where the institutions remain 
those of a communist power 
without the convictions which 
used at least to make things 
happen, but with the reflexes 
which stop them happening. 

Historic trust 

And if, as expected, the citi- 
zens choose to repose this his- 
toric trust in Mr Yeltsin, these 
problems will be compounded 
by the complex politics and 
personality of this driven man. 
There was no need for Pravda 
this week to wheel out three 
professors of psychiatry - a 
profession with a dubious past 
in the Soviet Union - to say 
that Mr Yeltsin was power 
hungry. It has long been clear 
that he is a man to wham 
power is a necessary part of 
life and who is able to wield it 
ruthlessly. 

That may become important 
and alarming. But for now of 
greater importance is the fact 
that he has had to base bis 
search for power upon the 
choice of the people, since the 
other source - the Communist 


Capitalism and 
the saver 


The Share Ownership 
Movement, a new independent 
body which is to take over 
from the Wider Share Owner 
ship Council in the autumn, 
has got off to a shaky start 
Although it has received back- 
ing from the stock exchange 
and the government ft has 
failed to attract the degree of 
financial support its sponsors, 
who include Sir Peter Thomp- 
son and Sir Jobn Harvey- 
Jones, have been expecting 
from private industry. 

Inevitably this raises ques- 
tions about the SOM's likely 
future success in promoting 
direct participation by individ- 
uals in the stock market. It 
faces a changing political cli- 
mate with the possible acces- 
sion to power of a Labour gov- 
ernment over the next year. Is 
popular capitalism, a phrase 
coined by Mr Nigel Lawson 
when he introduced personal 
equity plans, another part of 
toe Thatcherite baggage of the 
1960s which the Conservatives 
should abandon? 

In fact the arguments for 
spreading ownership of compa- 
nies through the population 
have always been strong. If 
capitalism is to be successful it 
is essential that people at large 
should see benefits from 
healthy profits as well as from 
rising wages. But there must 
be serious doubts about 
whether the Tories have gone 
about it the right way, by 
encouraging individual ama- 
teur punters to hold penny 
packets of shares, without 
proper regard to the skills 
needed to manage portfolios 
properly or the financial infra- 
structure required to render 
small portfolios economic. 

Conservative promotion 

The government blames the 
stock exchange for dragging its 
feet, especially over the Taurus 
electronic settlement system, 
and Mr Norman Lamont is now 
attempting to promote an alter- 
native high street distribution 
network by offering interested 
financial retailers a deal over 
the forthcoming British Tele- 
com share sale. But the Con- 
servatives have never looked 
really courageous about pro- 
moting a shareowning culture. 
The government may be put- 
ting up £250,000 a year to help 
get the SOM off the ground, 
but the heavy fiscal discrimi- 
nation against direct share 


ownership remains in place 
(apart from PEPs) and the 
advantages of the pension 
funds have been almost 
untouched. 

Over the past three decades 
about a third of the equity cap- 
ital of British quoted compa- 
nies has been channelled Into 
these extraordinarily remote 
and opaque funds. Not only, 
has has this concentration of 
ownership created a barrier 
between the broader popula- 
tion and the stock market, but 
there have been increasing 
problems of corporate gover- 
nance because the pension 
fund managers have failed to 
accept their full responsibili- 
ties of ownership. 

Company caution 

In fact the main reason for 
the increase of interest by com- 
panies in promoting wider 
share ownership, leading to the 
establishment of the CBI's 
Wider Share Ownership Task 
Force, headed by Sir Peter 
Thompson, in early 1990, lay in 
the wave of hostile takeover 
bids in the late 1980s. The 
thought was that private 
shareholders might be more 
loyal than fickle pension fund 
managers. But in 1991, with 
the threat of takeovers greatly 
reduced, and industry severely 
stretched Eor resources, compa- 
nies are declining to back the 
SOM with hard cash on any 
significant scale. 

For the government, the way 
ahead may be to tackle the 
problem of Institutional con- 
centration. There may be no 
harm at all in encouraging an 
enthusiastic minority of inves- 
tors to become active share* i 
holders. For the bulk of savers, 
however, the institutional 
route is the appropriate one. 

So it is time for the govern- 
ment to stop treating unit 
trusts and investment trusts as 
the poor relations of the equity 
market As for pension funds, 
mid the with profits funds of 
life insurance companies, the 
aim must be to make them 
much more transparent so that 
the millions of beneficiaries 
can be made more clearly 
aware of how closely their for- 
tunes are linked to the health 
of the corporate sector. 

In pursuing the goal of wider 
ownership the Conservative 
government has largely lost 
sight of the need for wider 
understanding. 


Amciiut s upturn is iiKeiy to oc one ui uic 

weakest on record, says Michael Prowse 

Lingering doubts 
about US recovery 



THE DOMESTIC ECONOMY DEFLATES 


party - had thrown him out of 
its inner councils into the kind 
of padded sinecure from which 
cirrhosis of the liver is gener- 
ally the only exit Mr Yeltsin's 
many and obvious faults, how* 
ever, cannot conceal one fun- 
damental virtue: he may have 
stumbled on democracy but be 
has stayed on its path. The 
Russian people must ensure 
that he does not stray from it. 

Important tasks 

Whoever does take the presi-. 1 
dency must quickly make clear 
what he will do in three areas. 
First, be must engage with Mr , 
Mikhail Gorbachev, the Soviet I 
president, and with leaders of 
the other republics, in a final 
effort to devise an economic i 
plan for the Soviet Union and a 
union treaty for those who 
wish to be part of it Posturing 
will be a luxury, as at least Mr j 
Yeltsin seems already to have 
realised. The declining power 
of Soviet communism can be 
confronted only at peril of civil I 
disorder, and thus must be 
compromised away - as it was I 
in Hungary, Poland and 
Czechoslovakia, which offer 
much better models than 
Romania. 

Second, on coming into the 
legacy of increased economic 
power which he wifi undoubt- 
edly receive, the new president 
must both proclaim his adher- 
ence to the creation of a mar- 
ket economy (as Mr Yeltsin 
has done many times) and 
stick to it (which he has not). 
The imperative is transparency 
of decision-making as between 
the centre and the republic, 
and then resolute pursuit of 
those goals - such as privati- 
sation - which are urgent 

Finally, he must nurse 
democracy into life as tenderly 
as any babushka tending a 
sickly grandchild. He must 
encourage the development of 
parties, even those hostile to 
himself; encourage a judiciary 
and a media with their own 
codes of justice and troth, not 
beholden to him; and allow the 
government he appoints to 
work without constantly 
trumping its actions with a 
populist joker. A large agenda 
for any president: vast for the 
six ill-qualified men whose 
political fate is being decided 
today. Yet this is a great day 
for the Russians. Ideals can 
come alive in the voting booths 
of the Soviet Union. 


I n purely economic terms, the 
Bush presidency has been a dis- 
appointment for most 
Americans. The annual rate of 
growth has not exceeded L7 per cent 
in any quarter since Mr George 
Bash's inauguration early is 1989. 
That is far below the trend of about 3 
per cent established during the Rea- 
gan years. Since last July, when the 
US's ninth recession since the second 
world war began, output has fallen. 

The White House and most private 
sector economists are confident that 
the recession is now bottoming out 
The bad news is that the Mr Bush wifi 
continue to score low economic 
grades: the upturn looks set to be one 
of the weakest in recent US history. 

Total output has typically expanded 
by more than 6 per cent in the first 
year of recovery from post-war reces- 
sions. This time, growth is unlikely to 
exceed 3-4 per cent and could be as 
low as 2 per cent A “double dip" in 
which the economy slips hack into 
recession after a period of sluggish 
growth should not be ruled out 
The recession that began last July 
is best understood as part of a pro- 
longed adjustment to the epic imbal- 
ances created by the defence build-up, 
tax cuts and finanHai deregulation of 
the first Reagan term. These Led to 
record budget and trade deficits and 
unprecedented levels of personal and 
corporate debt The remedy that has 
been applied for several years is a 
gradual deflation of domestic demand. 

Personal consumption began to foil 
in real terms only in the final quarter 
of last year. But growth of personal 
spending hag been rfariiwing once the 
mid-1980s. Housing starts peaked at 
nearly double their current rate in 
1986. The growth of capital spending, 
ne gative in the first quarter, has been 
declining since 1988, partly because of 
the loss of fiscal privileges in the 1988 
tax reforms. 

The prolonged domestic slowdown 
reflects several interacting forces: 

• An attempt to reorient the econ- 
omy away from domestic consump- 
tion and towards production for 
export markets. The trigger was the 
unsustainable rise in the current 
account deficit, which peaked at 
S162bn in 1967. The means was an 
unprecedented devaluation of the dol- 

I n four of the last seven US reces- 
sions, forecasters have been 
throvni off track by "false 
dawns”: periods in which gross 
national product has risen before 
resuming its foil, writes Michael 
Prowse. So It would be nnwise to 
regard recent positive signals as 
proof that the economy is turning 
around. 

The outlook, however, does look 
brighter than even a fortnight ago. 
On Friday, the Labour Department 
reported that employment rose by 
59,000 in May - the first increase for 
nearly a year. This was a tiny 
Increase in an economy that gener- 
ates nearly 109m jobs and one that 
could be erased by data re visions. 
But it was a ray of light after six 
months in which monthly job fan* 
have averaged more than 200,000. It 
ainn tniiiqfl with other labour market 
indicators: initial claims for unem- 
ployment insurance, for example. 


lar since 1985. Its trade-weighted foil 
of more than 50 per cent in the past 
six years has sharply squeezed US 
consumers' purchasing power while 
significantly improving US Industry's 
overseas competitiveness. 

The share of exports in GNP has 
risen sharply; and, thanks partly to 
recession and lower oil prices, the 
trade and current account deficits are 
shrinking rapidly. 

• A parallel, if less successful, 
attempt to curb the federal budget 
deficit The combination of recession, 
American participation in the Gulf 
war and the costs of the savings and 
loan bail-out wifi push the budget def- 
icit to a record $275bn or so this fiscal 
year. But the headline total obscures 
modest progress towards fiscal recti- 
tude. Salomon Brothers, the US 
investment bank, calculates that the 
cyclically-adjusted "core" deficit, 
which excludes these special factors, 
foil from a post-war peak of 4.4 per 
cent of GNP in 1986 to about 2J8 per 
ffwi* last year. It is likely to by 
another half percentage point this, 
year as a result of taxmereases and 
spending cuts agreed at last autumn’s 
budget agreement 

• Progressively tighter restraints on 
money and credit growth. Since 1987, 
annual growth of M2, a broad mea- 
sure of money, has averaged only M 
per cent, much less than the 9-12 per 
emit gro w t h typical of the early and 
mid-1980s. Private-sector credit 
demands have dropped like a stone - 
from 15 per cent of GNP to about 5 
per cent. The squeeze was partly 
unintended, reflecting financial dis- 
tress within an overextended banking 
sector and the increased zeal of bank 
regulators. Last year, as banks sought 
to rebuild capital ratios by imposing 
tighter conditions for loans, restraint 
turned into a full-blown "credit 
crunch" in which even credit-worthy 
borrowe r s were denied funds. 

But the monetary squeeze, if not 
tiie crunch, also reflected the determi- 
nation of many Fed policy-makers to 
reduce America's core inflation rate 
below 5 per cent by gradually reining 
back monetary growth. That policy is 
currently on hold and it remains to be 
seen whether past restraint will curb 
inflation during the recovery. 

• The impact of debt Spending has 


been constrained by soaring debt ser- 
vice burdens in all sectors. The total 
debt of households, businesses and a! 1 
levels of government rose from 
$4,000bn in 1980 to nearly $ll,000bn 
last year - a per capita real increase 
of nearly 60 per cent Much of the 
debt financed current consumption 
and a variety of uneconomic invest- 
ments, such as commercial real estate 
- much of which remains vacant In 
effect the baby boom generation of 
the 1980s demanded - and enjoyed - 
a standard of living that for exceeded 
the US's ability to produce goods and 
services. The costs will be borne well 
into the 1990s. 

These longer-term forces helped 
shape a recession unique in recent US 
history. This downturn was not 
prompted by a sudden fiscal or mone- 
tary crackdown to curb inflation but 
rather by a gradual ebbing of corpo- 
rate profit margins, disposable income 
and consumer purchasing power. 
Manufacturing companies, for exam- 
ple. began catting employment more 
than a year before the recession 
proper began. Then, last autumn, the 
shock of higher oS prices, following 
Iraq's invasion of Kuwait, knocked 
consumer and corporate confidence, 
prompting a much foster shakeout 

If consensus forecasts prove accu- 
rate, the recession will be of roughly 
normal length, lasting slightly less 
than a year. The peak-to- trough 
de cline in GNP will be Just over 1 pee 
cent considerably less than the aver- 
age foil of nearly 2% per cent But as 
Morgan Stanley, the New York invest- 
ment hanking firm, points out the 
anatomy of the recession wifi be dis- 
tinctly untypical. 

Personal consumption usually acts 
as a cushion, growing modestly 
through the d ow nt u rn; this time it 
has accounted for 70 pm- cent of the 
decline in activity. External trade 
usually offers little support this time 
net exports have added the equivalent 
of a percentage point of GNP, off-set 
ting weak consumer spending, and 
masking the severity of the domestic 
downturn. Cuts in inventories also 
appear to be playing a less decisive 
rote due to better corporate stock con- 
trol techniques. The recession, in 
other words, reflected an intensifica- 
tion of existing trends, which 
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favoured a shif t of resources away 
from consumers and towards exports. 

The recovery is likely to be weak 
mainly because the ’‘deflation" course 
prescribed for . the excesses of the 
1980s Is for from complete. Indeed the 
gloomiest interpretation of the recent 
signs of an upturn is that only the 
shock of the Gulf war has been 
absorbed, leaving the economy an its 
prior path of gentle deflation. An 
added worry is that export growth, 
which Is already fla g gin g , may grind, 
to a halt as growth slows in continen- 
tal Europe and other markets. Spend- 
ing cuts by near bankrupt state and 


Why caution is advisable 


have been faffing since late March. 

A surge in the arcane-sounding 
Purchasing Managers' Index also- 
whetted appetites last week. The 
index, based an a survey of purchas- 
ing executives in 360 US companies, 
Is one of the most timely and reliable 
indicators of the strength of ranter 
books and production. Having risen 
steadily since January, the Index last 
month crossed a threshold that his- 
torically has signalled economic 
expansion rather than contraction. 
The improvement followed a small 
rise in industrial production in April 
(which is certain to he bettered in 
May) and the first rise in factory 
orders since October. 

A Commerce Department survey 
indicating that companies plan to 


increase in vestm e nt by 3 per cent in 
real terms this year rounded off a 
good week. Economic buDs will inter- 
pret this latest data as merely bol- 
stering previous signs of Incipient 
recovery. The housing market, for 
example, has been recovering in fits 
and starts since January. Retail sales 
and consumer spending started to 
revive in February. Analysts say 
higher employment in May and a lon- 
ger work week should translate into 
higher personal incomes and con- 
sumption during tiie summer. 

Afl told, say optimists, a recovery 
about now would correlate well with 
past precedents. Share prices, a reli- 
able forward Indicator, began leaping 
ahead early in tiie New Year. At the' 
same time, sharp cuts in interest 


rates prompted a modest recovery of 
monetary growth, which was stag- 
nant in tim second half of last yen. 
The composite index of leading indi- 
cators registered Us third successive 
rise in ApriL A run of three increases 
has always previously signalled 
recovery..]* leads recoveries on aver- 
age by about five months, again sug- 
gesting a May recovery. 

But caution remains advisable. 
Most of the Indicators are signalling 
at best only the preliminary stages of 
an upturn. The charts mostly show 
tiny gains after months - sometimes 
years - of steady decline. Housing 
starts, for example, are up 14 per 
cent from January’s trough, but still 
down 40 per cent from the already 
depressed levels of the late 1980s; ’ 


local governments may also retard 
recovery in some regions. 

The scale of any upturn will thus 
depend heavily oh the private sector's 
ability to- sort out its problems. In 
theory a "Germanic recovery" in 
which falling domestic inflation 
promp ts a decline in long bond yields 
and a sustained revival of- business 
investment is feasible. But with 
domestic demand likely to remain 
weak - and with International pros- 
pects uncertain - this would require 
US business to adopt an. unusually 
long-term horizon. A weak and 
short-lived recovery ls only too likely. 

durable goods orders are II per cent 
below their peak; industrial produc- 
tion is down S per cent; employment 
Is still more than L5m below pre-re- 
cession. levels. 

The stfil-uncertain outlook for the 
US. consumer Is perhaps the strongest 
ground for reserving Judgment. 
Higher spending in the spring was 
partly at tiie expense of a stomping 
savings rate, which fell to 3.6 per 
cent of disposable Incomes, the low- 
est level in any post-war recession. 
Consumer confidence fell In both 
April and May, suggesting that 
euphoria following the Gulf war has 
evaporated. Car sales, a crucial 
barometer of sentiment, have been 
consHstsrtly disappointing: an upturn 
‘ towards the mid of May left sales still 
for below tiie level that would indi- 
cate a vigorous consumer revival. 

Recent encouraging data is thus 
suggestive of a short-term economic 
rebound, but is still inconclusive. 


Busman’s 
lolly day 


Observer 


■ Hong Kong entrepreneur 
Tsui Tsin Tong, who has given 
his money and name to the 
new gallery of Chinese art at 
London’s Victoria and Albert 
museum, is one of those foiry 
tale figures hard-up curators 
must dream about. 

When he first turned up 
unannounced in 1979 asking 
to see the museum's collection 
of Chinese art, most of it 
blushed unseen, in a dingy 
basement because of a chronic 
lack of space. Tsui was not 
impressed. Today, 12 years and 
£1.2m later, he will be at the 
opening by Prince Charles of 
the gallery now housing the 
collection. 

To listen to Tsui’s well-oiled 
publicity machine he is one 
of Hong Kong's best-known 
philanthropists and has 
growing li nks with the UK. 

His Citibus operations In the 
colony already provide plenty 
of orders for Leyland and he 
has Just won from London 
Regional Transport a franchise 
to operate Ensign bus services 
to mystical destinations like 
Romford and Dagenham. 

Apart from making London’s 
buses run on time, he is one 
of many being tipped as a 
potential nature chief executive 
of Hong Kong when it reverts 
to China in 1997. 

But the UK antiques trade 
is unsure what to make of him. 
The latest edition of The 
Antique Collector dredges up 
some of his less savoury 
connections, accusing him of 
using great art to raise his 
“business and cultural profile". 

Funny how "old” money 
seems imm une from such 
comments - good luck to you, 
T.T.TsuL 


Ebbing tide 

■ As perhaps befits a country 
with a socialist president, 
France will soon be the only 
foreign power officially repre- 
sented in Britain’s erstwhile 
important port of Liverpool 


Germany is closing its consul- 
ate there - the only other one 
remaining of 15 a few years 
ago - and setting up instead 
30 miles away in Manchester. 

German ambassador Baron 
von Richthofen will hold a 
reception tonight to open the 
new premises - a suite of 
offices behind newly installed 
bullet-proof glass in what used 
to be Greater Manchester’s 
County Hall- 

The consulate is headed by 
career diplomat Franz Joseph 
Goldsctomtt who stresses that 
the reason for the move is 
Liverpool’s decline as a port, 
not the almighty mess the city 
has got Into. The shipping doc- 
uments that once dominated 
the consulate’s work now 
account for only l per cent 
of same. 

The significance for Liver- 
pool, however, Is that there 
is now one less influential 
group of foreign emissaries 
working there to put the city's 
worsening image abroad into 
a fairer context 


Punchy 


■ What’s more, yesterday’s 
occupation of Liverpool council 
offices may make it inevitable 
that the coming contest to fill 
Eric Heffer’s parliamentary 
seat there wifi be dubbed the 
“GBH by-election”. 

Indeed I fear the new 
Channel 4 drama series about 


bodily harming in a fictional 
northern city - not Liverpool, 
of course - is destined for 
such over-exposure in the 
press that readers will be 
yearning for the Darling 
Buds of May. 


Air waves 

■ Meanwhile, when it came 
to influencing the Thateher 
government’s broadcasting 
bill, Granada Television didn't 
have much clout ft was too 




MS 

left-of-centre to be “one of us", 
as the lady liked to say, being 
wedded to notions about public 
service broadcasting. 

Now at last its moment has 
come. As it waits to hear if 
it will lose its north west 
Tangtand stronghold to a con- 
sortium led by Phil Redmond’s 
Mersey Television, Granada 
has been asked to help the 
Czechoslovak government with 
the drafting of broadcasting 
legislation. 

One thing seems sure. 
Granada wont be advising that 
Czech commercial television 
licences should ultimately go 
to toe highest bidder — toe 
process now under way in 
the UK 


Happy landing 

■ One has to admire Britain's 
determination to be first back 
Into Kuwait in as many differ- 
ent ways as possible following 
toe the Gulf war. 

Michael Weston was the first 
ambassador to return to his 
mission (he borrowed a heli- 
copter). John Major, the first 
foreign leader, arrived almost 
before there were any Kuwaitis 
to meet him. Now British Air- 


ways has notched up tire first 
post-war scheduled flight of 
a non-Gulf airline. 

But it wasn't the first since 
the Iraqi invasion. That 
dubious honour went not to 
yesterday’s BAU5, but to the 
Ill-feted BAI49, which landed 
a good two hours after 
Saddam’s forces went to. 

A colleague who was on both 
flights reports a great 
improvement in service. Last 
time, on BA149. the plane was 
late... and Ids suitcase went 
missing even before the Iraqis 
appeared at the airport 


Hard luck story 

■ London’s Hard Rock Cafe, 
a global pioneer of marketing 
an image rather than food, cel- 
ebrated its 20th anniversary 
yesterday by charging 1971 
prices for a day. The restau- 
rant chain, owned by Rank 
Organisation, now makes 
almost as much from T-shirts 
as from hamburgers. 

But one thing has not . 
changed in Piccadilly. Rain 
or shine, there’s always a 
queue outside, and that’s not 
by chance. IT demand flags, 
tables are shut down until a 
Hue of customers again maims 
down the' pavement. 


Bru 
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Unhappy 


■ If you think that trade 
awards are a doubtful honour 
your suspicions win be con- 
firmed by the latest survey 
on the quality of service 
offered by life companies. 

The annual Sherwood-Money 
Week award for service excel- 
lence has been carried off by 
Scottish Amicable in both the 
life and pensions categories, 
and by Scottish life to the 


But wart a minute, a flfrmlar 
survey of quality of service 
published to April by the 
Alexander Consulting Group, 
a large Ann of intermediaries, 
showed that out of 35 life com- 
panies Scottish Amicahle came 
30th and Scottish life 34th. 

Perhaps the Scots are not 
amicable enough to everybody. 
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c®fflsMerkM©''handkap; This . ™hy tts f 
cannot be light v" .. • , 1 -. •’toead^ 'of fl 

The . UK'haa^ainaiket hffla^^Jteenioade; 
structure, Places .which As tor to 

ca pable . : hft nM iOF T J It 

for q$ d ’ snpiflp'^d&p^^ inp 

wheuar Jh the,i!Qnnaf equity compensate 
or capital Jnwstors^ahd &sdr onrecr ni td 
era exercise ;^fefe;ihwn.iadg- - - It is .the. 


will have: 
those inc 
to ensure 

and to JP 


&rebe appeals 
Ain exactly the 
rT-the present: 
peal tribunal. It 
M power to fine 
nit of court and 
•fines are paid 
a law breaker 
i to commit a 
tw. All this has 
many times, 
gad right to re©- 
ay. Is absurd to 
e of this is “to 
wninna failure 


ers exercise ithfifr. ^Own, Jndg- * • ; It is .the.pradsa opposite. A 
mart of foe .proposals pot to is a righ^; contingent oh the 
them. We-may.need. sate • free choice" of the individual 
improvement In the ghaBty of hot the union. The right is to 
the tahsehtatHgi ahd tofl evalu- beexerdsed where toe unions 
ation. but Int e rv enti on to foe have jaradted suecessfully but 
form of subsidieff wQl only fite employer refuses, irrespec- 
bhmt oar competitive edge. -' ’ . tive of . the degree of union 
William Drake, \ v- . . - , /: I -membership, to allow the 

GhnroflZe.fi <& . : . .? . anptoyees.me right to he rep- 

Ifint House , .£ ' resented by the union where 
TT MmsMSttptt Ei 8AF . , . .. they wish to be. 

•! : ~ At .foe moment, the only 
“ii'fS ' : 'S<-y V- recourse ttf the union member 
a? ! • is industrial actlon. Our desfre' ■ 
*r^t ua “Sy PI . * - 1 -" • is to substitute a proper legal. 

■ opportunity - %£SuJ5& ”?”** 

FrtmGHmSawtitn 

Sir. Mr. WJi; Kaye’s tetter b y° me ?. ^aih^ent. 

- (June - 10) eoat^ruing the tt utimdm.the .nptom of a low 

; absence ofwomenra^b^d -22R ‘“ om &SS l ^«g» 
of Royal D^biSSe^^ ^ that, the dianand itaumdrffled 

tfon instating that^ <4 no.doifl>t 

Royal Dutch would ^ indude a '' . - . 

f GompeUmg case 

BSS-BaaMftfi?- security pension 


labour is falling but then 
decries a policy designed to 
ensure that competition is bet- 
te targeted on sMQ and pro- 
. ductivity rather than miserable 
rates of pay. 

The economic purpose of a 
nunminm wage, wUch should 
be taken together with other 
-labour market strategies on 
training and personal develop- 
ment, is, as in other countries, 
. to prevent employers uudercut- 
' ring each o ther on the basis of 
very tow rates of pay, which 
does no good at all to the 
long-term fixture of the econ- 
omy.. 

A is precisely for this reason 
that many employers oppose 
the abolition of the wages 

councils. 

We will Introduce the mint- 
mum wage at £3.40 per hour, 
which is 50 per cent of average 

wiflle . median eamtwg w Hiring 
when, arid only when, prudent 
to 68 per cent The US is now 
raising its min i m u m wage lev- 
els. The most recent study by 
the OECD into France found 
no employment impact 
through introducing a mini- 
mum wage, contrary to your 
assertion. A will not apply to 
youth trainees, so the primary 
grounds for your atta ck , both 
in tills and your education edi- 
torial, are And finally, 

HBwt mlnlmrim wage is not some 
pay-beck to . the imimm, as yon 


- In fact, A Is most heeded in 
the nan-antonlaed private seo- 


. was no t intended to sav that a 
woman would: have to be more 
competent than aU the other 
mate members tafeam & place 
an. the board/ it to precisely 
because such doubt exists; that 
the Mn Hw ih » H iiWwmi rfaw. 
pie such as toga ELM^Gtetters, 
Jun e 3) to essential to the 

uphtowHiHui it 1 of gutmina iw pial- 


Glyn Saunders, 

' a 15 n* Crescent V ; ... 
Bebnmt. Sttrr*ff - ■ 


From Mr Salph Jnstone. - 
Six, If.tbe new health stiatp 
. , ^y (Leader, June 6) achieves a 
significant reduction in prana- 
tnre deaths, the increased coat 
of statoprovldedpenstans and 
. geriatric care will be huge, to 
coder to mitigate the grow ing 
burden of theeerm Resent and 
-fixture taxpayers, is thee not a 
■ coanpdHng case for raising the 
pensionable ages for social 
- secmlty -pensfonsf • To- avedd - 


toa^retLpendent an the law 
rather than unions to protect 
them. ' 

Tony Blair, 

Bouse of Commons, 
Westminster, SW1 


for a social 
age of 70 

undue disappointment for 
those now nearing pensionable 
age',' A should be enacted that 
as from, say, April 1994, the 
ariitHng ages wiU he raised by 
one year per annum for new 
pensioners until they reach 70 
for both men and women. This 
mig ht even encourage tham to 
adopt healthier lifestyles. 
Eatoh Instone, 

7Mw Square, 

■‘Hncobt's bm, WCS - 


/ Why Mexico should be seen as attractive to international investors 


From Ur- qarloi Alberti 
Gonzalez. ' z j '• 

Sir, . , ft to ' laudable that 
D smbui Feasor shmdd attempt ., 
the task , of tadtibto the ctotx- 
ptex proUraa of ;W^dnK- the 
pres and pons of aifortii Amer- 
ican free Trade Agreement 
CTaril and potential south of 


states to his artidethat rephaJ 
wfll onl? flow into Mexfco in 
the form of direct -foreign 
investment *?*. .given that 
interaxatto pa^; ; ba nks sore 


“Mexdco for soiue time,- after 
their bruising experience in 
the debt aMs**. 

, _ Though this may be true in 
. the case of some Latin Ameri- 
can couBtries, A can no longer 
bfr said of Chile, Ifexteo and 
Vmiezuda. On the date that Mr 
Fraser's article was published, 
tan Mexican borrowers suc- 
cesafixlly^ tapped '-the interna-. 

tiniwV mgrWta and thin WBS 

reported by Tracy Cobigan in 
. the FT rim following day. 

' . These two transactions are 
tost the latest :to a series of 
'•Mexican toshes' that have 


recently come to the market 
Though a largB portion of such 
bonds and notes end up in the 
hands of corporations, insur- 
ance companies, pension funds 
and private investors, interna- 
tional hanks are increasingly 
taking Mexican exposure on to 
their books, albeit in modest 

Hmffl n )t^ and nn a ra» Uiy-fma> 

basis..' 

Admittedly, one swallow 
doesn’t make a summer. How- 
ever , Mexico’s rewards for 
good behaviour, even A they 
are initially cm a wwiaii scale, 
deserve to be acknowledged 


and puhHcteed. The dramatic 
decline daring the last 12 
months in yields on Mexican 
public-sector securities (from 
about 12 per cent to under 10 
per cent per annum) attests to 
the remarkable recovery of the 
Mexican economy and reflects 
tiie feet that the market Is con- 
fident that - as Mr Fraser 
points out - Mexico stands to 
bene fi t enormously from this 
unprecedented negotiation 
with the United States. 

Carlos Alberto Gonzalez, 
Ombcmkplc, 

107 CheapsUe, BC3 






personal view 
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Brussels needs fast-track 
liibtftv far Urueuav Round 


W#."« I- 


" Twmw WHEN leadera 
. ■ 1 »*w . .of the G7 

I - mm'- mem grtexpof lead' 
[iiifSSr li^wip.uj lug indostdal - 

jrlt^ Cost 
vene for .the 

BHLranSi ^ on ^° n eco ' 

!_■■■■■■ next month, 
they wffl egeto face the prob- 
lem titirf made- *h«ir corre- 
sponding summit test year so 
u nproducti v e: how. to ; resolve 
the impasae over agriculture 
and thereby retoytobrate the 
Uruguay Round of the Gatt; 


By Jeffrey Schott 


-Fafiure to improve tipoii 
their 1990 fem accord, which 
‘ came^ tmstadc and oon- 

trfinAed' to the teeakfifern bf\ 
the fouasels ndrdAerial meet- 
ing fast December, would teare 
the Gfltt talta adrift mxd tire- 
m stmwntt leaders with little 
” meantogfid to say about trade. ‘ 
Why tdHha fixes about agri- 
culture,. which accounts for 
only 13 percent at workf trade? 
Stox^put,agricuAme 4s' the 
linchpin of the". TTrngiaay 

AomHt ft: to . hot fee awfl: 

iqmort a Pt issue in Asrit tod 
reforms In- agriculture are ■ 

needed tohalance. concessions 

In other areas so ihat agree; 
merits caa r -be readwd -across, 
fixe bread zatige of toe Uru- 
guay Bound agenda. - 
. A comrowntoe sofufioB- to 
■ the agricdBrad inj^aree.totoit- 
- too (Sflcuft tocoKte^v% ahx)ort 
all Gatt members, are .-fflhdy to 
^ accept an * ou tcom e - fixat e 
reduces agriradturai iu^orts 
on .the order of magnitude 

I : ; . resented - to -Bimreels br h& 


: Mkte HeBstrcan, Sweden's agri- 
cultural minister. The problem 
to paK of political process: how. 
to net from here to there. 

. :US and European negotia- 
tors to the. Gatt have been’ 
.encumbered by their unique 
and bifurcated political pxo- 
creses. In the US, the s^xara- 
tton of powers between Con- 
gress ana the executive branch 
' exposes trade agreements to 
.amendment and renegotiation: 
by. contrast, to parliamentary 
Byktems ratification is gener- 
tfBy guaranteed by the ruling 
party. Fast-track authority, 

■ whifffr reduires that temstotion 
implementing; trade pacta be 
voted by Congress as n: pack- 
age without anmndmmit and- 
within a abort time period, was 
introduced at tita Start of the 
Tokyo Round off the Gatt talks 
in the eariy 1960s to him the 
totergownmentaX. playing 
fidd; - with the recent vote to 
Congress to eximid fast-track 
authority until 1993, the US to 
now reedy to porsen toe final 
stage of negotiations to the' 
Uruguay Round. 

JSC negotiates fece a differ 
■art looiSem. Unffibe their US 
counterparts, the European 
Commiasiffla negotiates do hot - 
weak for fifectea offldabj tixsir. 
negotiating authority derives 
■from the Council of Ministers 
representing - to& 13 member 

; States'cf theEurppauu Commu- 
nity. By the *bne -toe commit- 


timtog mandate for /the. 
Commission to puisne to 
Geneva; BC negotiators are ktt 
USte room to aMnpmmise with 


other Gatt members lest they 
risk unraveling hard-fought 
Internal EC compromises. 
Coronal mandates thus seem to 
set a ceiling for EC positions. 

While the charge that the 
-EC’s trading partners are pres- 
ented with a fait accompli is 
exaggerated, the EC process 
poses a threat to the negotia- 
tions that to many respects is 
comparable to what would 
exist if toe US did not have 
fast-trade authority. 

Fast-track allows US negotia- 
tors to go to Geneva and work 
out the best deal possible, and 
than bring A home with a rea- 
sonable expectation of 
approval by Congress. The EC 
process assures approval, but 
at the cost of negotiating flexi- 
hOtty - a nd tea complicates 
the task of crafting any type of 
agreement to the Gatt. 

The . EC problem is most evi- 
dent to toe case of agriculture, 
where .both EC foreign and 
agricultural ministers and 

HnwiTwIcgirm nfftniata cannot 

even, agree among themselves 
on proposals to- reform the 
Common Agricuttnral Policy, 
much less engage to substan- 
tive negotiations with other 
countries. Because of internal 
- disputes between the director- 
ate-generals far external tear 
tinns and agrieuAureand their 
wihrlgteHal masters, EC negoti- 
ates have been feespt on such a 
short leash to Geneva that toe 
Gatt talks have harriy got past 
the tooutmgstage. 

If substantive negotiations 
on agriculture are to proceed 
fast enough -to accomplish the 


goal of completing the Uru- 
guay Round by the end of 1991, 
community negotiators will 
need a modus tdeerafi similar 
to the US fesMrack authority 
to help resolve the impasse 
between the Commission and 
the CatmdL To that end, EC 
negotiators should be freed 
from the constraints erf the cur- 
rent nego tiating mandate on 
agriculture and simply told to 
get the best deal possible. 
When the final package of 
agreements is presented to the 
Council of Ministers at toe con- 
chi8ion of the Round, EC offi- 
cials can then decide if the 
results justify their support. 

This procedure would effec- 
tively giro EC negotiators fast- 
track authority for agriculture 
- and facmggft the nhaneea for 
a successful outcome to the 
talks. 

To be sure, a fast-track solu- 
tion would reopen the basic 
debate over the separation of 
powers between the suprana- 
tional authorities to the com- 
munity. Obviously, titig funda- 
mental issue cannot be 
resolved to toe time-frame of 
toe Uruguay Round. But a lim- 
ited trial for agricultural nego- 
tiations would be more man- 
ageable, and could prove 
instructive for fixtu re delibera- 
tions an the broader political 
question faring toe EC. 

The author is a research feBoto 

mtfefostehB^forfote77Zfllio7Hx/ 
Economics in Wa sh ingto n, and 
editor of Completing the Vnh. 

r y Bound (1900), published 
the Institute fin interna- 
tional Economies. 


Edward Mortimer 


Give Yeltsin a chance 


Institutes ready 
for audit 
regulation 

From Mr Jan R McNdlL 

Sir, David Waller’s report, 
“Touche urges audit regulation 
review" (June 7), was incom- 
plete. 

From 1987, toe three Insti- 
tutes of Chartered Accountants 
undertook extensive consulta- 
tion exercises among their 
firms about a future system of 
audit regulation based on pro- 
posals tem the DTL The exer- 
cise showed very strong sup- 
port by firms for toe institut es 
undertaking toe regulatory 
role. As a consequence, mem- 
bers of this institute voted for- 
mally in June 1990 by a major- 
ity of 98 per cent for the 
institute to apply for powers 
under toe Companies Act 1989 
to regulate audit 

Also in 1990, a leading firm 
of City solicitors undertook a 
review of the institute's disci- 
plinary and regulatory systems 
to check that they complied 
with the institute’s obligations 
under various acts of parlia- 
ment, mrinriing the Companies 
Act; that they afforded the 
minimum likelihood of legal 
p-hallwng p; and that they were 
even-handed between com- 
plainant and member. 

With a few minor exceptions, 
the system received a clean bill 
of health. Those exceptions 
were dealt with in resolutions 
put to members mtHw this 
month. They voted for relevant 
improvements to our profes- 
sional conduct arrangements 
by a majority of 95 per cent. 

The institute is now folly 
ready to make audit regulation 
work effectively and impar- 
tially in the public interest, 
and to the longterm interest of 
the profession. The new system 
of audit regulation developed 
with the DTE will, however, 
only be implemented in the 
autumn. A may well need to be 
modified in the tight of experi- 
ence. But a review now of the 
whole philosophy behind the 
Companies Act would be a cer- 
tain recipe for a delay of at 
least two years before alterna- 
tive legislation could be intro- 
duced. 

Ian R NcNeffl, 
president. 

Instit ute of C hartered 
Accountants, 

Chartered Accountants' HaO, 
Moorgate Place. ECS 

Fax service 
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Should the 
“domestic 
M L « agenda” now 
come first? 
Should^ there 

FOREIGN ^~. 1 2 e 

a rr , Ir ,a west ***& tiie 
AFFAIRS soviet Union? 

"Those were 
the two main questions 
debated by the 79th American 
Assembly, which met recently 
at Arden House, New York, for 
the purpose of "rethtokmg 
America’s security”. 

You have not beard of the 
American Assembly? Neither, I 
must admit hurt ^ until 1 was 
invited to attend it. ft is a sort 
of quango, set up by Eisen- 
hower In 1950. It “holds non- 
partisan meetings and pub- 
lishes authoritative books to 
Illuminate issues of US policy". 

The fact that humble for- 
eigners such as myself are 
invited to take part in these 
gatherings of the great and toe 
good helps, I think, to explain 
the success of the US as a heg- 
emonic power. The banter they 
work you at drafting and 
redrafting reports, the more 
yon become convinced of your 
own importance, and the more 
yon find yourself identifying 
with the consensus which toe 
drafts are supposed to embody. 
The high point for me came 
when a text 1 had drafted on 
“America’s role in the new 
international order” was critic- 
ised, by an American, for As 
" excess ive triumphalism". 

If triumphalism was not in 
order, it was not because 
Americans have lost their 
belief in “the need for Ameri- 
can leadership”. Of that the 
Gulf war has convinced th»m 
more than ever. On the con- 
trary, the assembly feared that 
if domestic problems went 
unaddressed, America’s 
“capacity to take necessary 
actions internationally would, 
over time, diminish”. Yet ft 
remains true that this mood, 
which mingles relief at “the 
end of communism and the 
rise of democracy” abroad with 
anxiety about declining stan- 
dards at hone, is not helpftil to 
people who want tiie west to 
make a bold and imaginative 
commitment to the transforma- 
tion of the Soviet Union. 

ThQ6e people were well rep- 
resented at Arden House. Our 
“programme director” was Mr 
&aham Allison, the leader of 
the Harvard team winch has 
been working with the Soviet 


The attempt to reform Russia 
may well fail; at least let it not 
fail through western indifference 


economist Mr Grigory Yavlin- 
sky on the latest radical plan 
to integrate the Soviet Union 
into the world economy. Mr 
Yavlinsky himself addressed 
the assembly on its first even- 
ing, before being whisked away 
to a meeting at the White 
House. Later he returned to 
Arden House and spent the 
remainder of the weekend 
struggling to get the plan 
ready for presentation to Resi- 
dent Mikhail Gorbachev. This 
arrangement enabled Mr Alb- 

son to shuttle back and forth 

between supervising the salva- 
tion of the Soviet economy on 

the One hand and an pa n d alng 

the rethinking of America’s 
security on the other. 

Also present was Mr Robert 
Blackwlll, another member of 
the Harvard team and co-au- 
thor with Mr Allison of an 


a new scale of predetermined 
prices. But that is emphatically 
not what the Allison-Blackwifl- 
Yavfinsky team proposes. 

They do propose that the G7 
group of leading industrial 
countries, at its July summit, 
should offer “substantial finan- 
cial assistan ce ": $L5bn to $20bn 
per year for the next three 
years, the cost to be shared 
between the US, Europe and 
Japan. This would not go in 
one lump sum to the central 
government, but would be 
divided between the centre and 
the republics. Some would go 
for general balance of pay- 
ments support; some would be 
for developing infrastructure; 
and some would provide "an 
adequate safety net as part of a 
general ‘conditionality pro- 
gramme’ that followed basic 
IMF-World Bank principles”. 


It is very much in western interests that 
the changes should take a democratic form. 
Spending money cannot guarantee that; 
handing oyer money in advance might 
even guarantee the opposite 


article entitled “America's 
stake in the Soviet future", in 
the new issue of Foreign 
Affairs. This time last year Mr 
Blackwill was a- sente adviser 
on Soviet affairs to Mr George 
Bush. He would certainly be 
the last man to fell for any 
Soviet soft-soaping: I remember 
trying in vain to convince him, 
in 1988, that there were real 
signs of change in Soviet policy 
in the third world. Yet here he 
was pleading the cause of the 
“grand bargain”, and now A 
was his turn to he frustrated 
by the caution and scepticism 
of his colleagues in the “secu- 
rity community". 

If the proposition were to 
give a blank cheque to Mr Gor- 
bachev such scepticism would 
certainly be in order. No one in 
their senses Imagines that 
Soviet economic problems can 
be cored simply by injecting 
large sums of money, still less 
by strengtening toe present 
Soviet administration, whose 
reflexes are still those of a 
totalitarian state and whose 
idea of price reform is to issue 


Special status for the Soviet 
Union in the IMF «nd World 
Bank would enable those insti- 
tutions to lay down the eco- 
nomic conditions for such 
assistance - the essence of 
which would be a transition to 
a real market economy, and 
one element in which would be 
sharp reductions in fiscal and 
monetary deficits, to be 
achieved by cutting defence 
spending as well as subsidies 
to state enterprises. 1 should 
guess that the US would also 
insist on a full cutoff of aid to 
Cuba and Vietnam. 

But there would be political 
conditions too. Mr Allison and 
Mr Blackwlll stipulate negotia- 
tions with the Baltic states, 
allowing independence as an 
outcome, phis a reaffirmation 
by “Soviet authorities at all 
levels” of “their international 
commitment to respect human 
rights of indiv iduals within toe 
Soviet Union whatever their 
national, ethnic or religious 
identification". They also call 
for “toe sustained development 
of Soviet democratic Institu- 


tions”, for which the west 
should provide the “infrastruc- 
ture” in toe form of printing 
presses, computers etc. 

They draw the line, however, 
at “universal self-determina- 
tion", recalling the precedent 
of the US’s own civil war and 
the dangers to US interests if 
the Soviet Union were to disin- 
tegrate in violence. Personally 
I would put toe emphasis on 
avoiding violence rather than 
on maintaining the Soviet 
D Hum's territorial integrity. I 
can see no western Interest 
that would be harmed by Geor- 
gian or Ukrainian indepen- 
dence, if achieved in a peaceful 
and orderly manner, and cer- 
tainly none that would be 
served by encouraging the cen- 
tral authorities to think that 
violent suppression of such 
separatism could be carried out 
with western support 

But on their main point the 
Harvard enthusiasts are surely 
right The Soviet communist 
system is clearly collapsing, 
come what may. It is very 
much in western interests that 
this historic change should 
take a peaceful and democratic 
form. Spending money cannot 
guarantee that, and handing 
over money In advance might 
even guarantee toe opposite. 
But those who are attempting 
to steer the change in this 
direction do need encourage- 
ment, and If the attempt is 
made seriously money will cer- 
tainly be needed to alleviate 
the immediate hardship 
involved, perhaps even to pre- 
vent complete economic col- 
lapse with widespread starva- 
tion and attendant violence. 
The sums of money suggested 
are small in western terms - 
about 0.1 per cent of the Indus- 
trial world’s gross national 
product, and for most western 
countries much less than they 
can save through defence cuts 
if the experiment succeeds. 

Such a conditional offer does 
not amount to “helping Gorba- 
chev”, unless perhaps ft helps 
him to come off the fence at 
last on the side of democracy 
and the market It should be 
seen as helping those in Rus- 
sia, and the other republics, 
who are determined to attempt 
the transformation with or 
without Mr Gorbachev's help. 
If Mr Boris Yeltsin today 
becomes the first elected ruler 
in Russia’s history, then it 
could legitimately be seen as 
hplpmg htm, and through him 
the people who will have 
elected him. 
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London, 9 & 10 July, 1991 

T his years annual Financial Times conference will focus on how far 
Europe's telecommunications industry has adapted to the increasingly 
sophisticated needs of business customers. The meeting will also look ahead 
beyond 1992 to consider some of the future issues such as opening up the 
European market, and creating a pan-European network or networks 


Speakers indude: 

M. Mictaei arpentier 

Commission of the European communities 

The Rt Hon Lord vonng of Graffham 

Cable & Wireless pic 

RH. Jean-Franptis Berry 

Association francaise des Utidsateurs 
du Telephone et des Telecommunications 

Dr Herbert lingerer 

commission of the European camrnunitles 

hi. Brano Lasserre 

Mlntstfere ties Postes des 
T&6communica0ons et de VEspace 


Sir Bryan Carsberg 

OFTEL 

Professor Henry Ergas 

The Monash information and 
Communication Technology Centre 

Mr Tony time cb 

Department of^ Trade and industry 

Mr Peter Smith 

Reuters Limited 

Mr Charles Jonscber 

Centte Europe Trust 
Company United 


Arranged in association with Tfelecom Markets (Fhfltech) l 
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PHARMACEUTICALS 


Glaxo sells penicillin plant to Taiwan group 


By Clfve Coofcson in London 

GLAXO HOLDINGS, Britain's 
largest pharmaceutical group, 
is to sell its Cambois penicillin 
plant in Northumberland to 
tbe China Synthetic Rubber 
Company of Taiwan. Tbe deal 
is believed to be the first step 
by any Taiwanese company 
into European pharmaceutical 
manufacturing. 

Tbe plant produces an esti- 
mated 1.400 tonnes a year of 
bulk penicillin G, about 10 per 
cent of total world production. 

Most of its penicillin output, 
which is worth £20m ($34m) a 
year, is currently sold to other 
pharmaceutical companies for 
processing into antibiotics 


used for a wide range of infec- 
tions. 

Glaxo decided to sell Cam- 
bois to concentrate on high- 
margin patented drugs. Bulk 
pe nicillin manufacturing Is a 
low margin activity, though it 
requires specialised fermenta- 
tion and separation technolo- 
gies. 

For CSHC, the Taiwanese 
company, the deal represents a 
diversification into Europe and 
into a new manufacturing sec- 
tor. Until now, CSRC has con- 
centrated on heavy chemicals 
and steam and electricity gen- 
eration. 

It is part of Eoo's Develop- 


ment Corporation, a conglom- 
erate with interests ranging 
from petrochemicals and 
cement to electronics and 
finan c i al services. 

Dr Michael Barber, a UK 
pharmaceutical consultant 
who studies the world antibiot- 
ics market, called Cambois “an 
opportunity of a lifetime. It’s 
the only free-standing penicil- 
lin plant in the western 
world”. 

Other penirilltn plants, such 
as Smi th ten ti p Beecham’s large 
facility in Scotland, are hhI«m 
into downstream antibiotic 
production on the same site. 

Global demand for pe nkriTttn - 


hpyri antibiotics is iTIC TPflging 1 
only by about 3 per cent a 
year, Mr Barber said, but the 
Asia-Pacific market will grow 
much more rapidly over the 
next decade. CSRC Is expected 
to use Cambois as a source of 
raw material for manufacture 
jpg antibiotics in Taiwan. 

It would be difficult for 
CSRC to acquire the technol- 
ogy to build a new penicfllfti 
plant in Taiwan and the invest- 
ment required would be about 
£100m. Although the price 
negotiated for Cambois has not 
been disclosed, it is far less 
than that 

Another factor is that peni- 


cillin production is easier in 
cool climates. The fermenta- 
tion process releases a lot of 
heat and the 100 cubic metre 
fermentation vats, containing 
pwTifrfninwi mould «wd nutri- 
ents such as sugar, have to be 
main tamed at 25 deg C. 

Dr Joe B laker, managing 
director of Glaxochem, the UK 
group’s primary manufactur- 
ing arm, said a priority in sell- 
ing flanihnfc was to maintain 
as many jobs as possible. The 
workforce la being reduced 
from 280 to 210 through volun- 
tary redundancies and early 
retirement. 


EBRD ADVISES MOSCOW TO WIDEN PRIVATE SECTOR 

Soviets pressed to reform economy 


By peter Norman, Economics Correspondent, in London 

THE EUROPEAN Bank for 
Reconstruction and Develop- 
ment has advised the Soviet 
Union that it should act within 
six months to stabilise its econ- 
omy and begin a big shift hi 
activities towards the private 
sector. 

The recommendations are 
part of a programme for reform 
of the Soviet economy that the 
recently established bank has 
submitted to tbe Group of 
Seven nations, which meet in 
London next month, and to 
President Mikhail Gorbachev. 

Tbe plan, devised by Mr Jac- 
ques Attali, the EBRD presi- 
dent Mr John Flemming, its 
chief economist and Soviet, US 
and Japanese members of the 
EBRD's staff, was presented to 
the “sherpas”, the seniors offi- 
cials preparing the summit, 
late last week. 

Mr Flemming and EBRD offi- 
cials are now in Moscow to dis- 
cuss the ideas with the Soviet 
authorities. 

The EBRD programme sets 
out ways for Soviet economic 
policymakers to establish their 
credibility while starting on 
the longer term goals of liberal- 
ising and privatising large sec- 
tors of the Soviet economy. It 
does not attempt to cost tbe 
proposed reforms, but Mr 
Attali and his senior officiate 
clearly hope that their plan 
will influence debate on the 
issue at the G7 summit 

As a first step, the EBRD 
calls for clarification of the 
responsibilities of the central 
government and the republics. 

The bank urges the Introduc- 
tion of a stabilisation pro- 
gramme. led by the Interna- 
tional Monetary Fund, tbat 
would tackle price reform and 
the huge Soviet budget deficit 
would control money supply 
and wages, and start mopping 
up the monetary overhang. It 
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Jacques Attali: will discuss the plans with Mr Gorbachev In Moscow at tile weekend 


also says the Soviet Union 
should begin moving to cur- 
rency convertibility, achieving 
limited convertibility within 
six months. 

The EBRD sees itself playing 
a big part in reforming the eco- 
nomic structure of the Soviet 
Union. 

However, because its stat- 
utes limit its lending to the 
Soviet Union to just EcufiOm 
($70m) a year for the first three 
years of its operation, its main 
role will be to provide techni- 
cal assistance and advica 

The bank suggests a number 
of priority areas for reform, 
including the privatisation of 
small businesses, housing, tele- 


communications and transport; 
the creation of private enter- 
prise and a modern banking 
system; the strengthening of 
agriculture and the food Indus- 
try, and the development of a 
market-based energy sector. 

hi an example of what tbe 
bank has in mind, the EBRD 
announced yesterday it had 
agreed to provide the organisa- 
tional committee of the State 
Bank of the USSR with advice 
on setting up a Moscow-based 
bank. 

This would be majority- 
owned by western institutions 
and mainly concerned with 
project finance. As a first 
step, the EBRD will carry 


out a feasibility study. 

Mr Attali will discuss the 
EBRD’s proposals with Mr Gor- 
bachev in Moscow on Satur- 
day. Before the summit, he 
also plans to meet western 
policymakers and Mr Michel 
Camdessus, the IMF managing 
director. 

He is also expected to cam- 
paign for an easing of the 
res tricti ons currently imposed 
on EBRD lending to the Soviet 
Union. 

Economy under control, says 
Pavlov; Soviet oil workers 
given 40% pay rise; Poles seek 
to swap debt for nature. 
Page 4 


Tate & Lyle unveils an alternative to fat 


By David Owen in London 

TATE & LYLE, the world's 
largest sweeteners group, yes- 
terday unveiled Stellar, its 
principal entrant in the fast- 
growing market for fat replace- 
ment products. 

Stellar and Its rivals could 
help to realise many food man- 
ufacturers’ hopes to market 
guiltless pleasure in the 1990s. 

The products replace fat in 
foods from yoghurts to pizza 
cheese, making possible low- 
calorie products for increas- 
ingly health-conscious consum- 
ers without sacrificing the 
taste and textural characteris- 
tics associated with fat 

Tate’s US-based AE Staley 
subsidiary has developed a 
starch-based product from 
maize that meets US Food and 


Drug Administration regula- 
tions on the use of “modified 
food starch". 

This means Stellar can 
immediately be used in a broad 
range of food products, without 
waiting for FDA approval. 

Mr Neil Shaw, Tate's chair- 
man and chief executive, said: 
“Some food manufacturers 
have been researching the use 
of the product for some time 
now." 

In its “creme” form - arrived 
at by mixing the powder with 
water in a process known as 
“shearing” - Stellar contains 
just one calorie per gram, nine 
times tower than fat 

Tate estimates world 
demand for fat replacement 
products, almost all of it in the 


US, at |200m a year, rising to 
$800m by 1995. Frozen desserts 
containing Simplesse, a pro- 
tein-based fat substitute devel- 
oped by Monsanto’s Nutra- 
Sweet subsidiary, have been on 
the market in the US for more 
than a year. 

Procter & Gamble has been 
awaiting FDA approval for 
Olestra, a combination of fatty 
acids and sugar, since 1987. It 
recently narrowed the scope of 
its petition to cover one iso- 
lated product group: salted 
snacks. 

The size of the potential mar- 
ket makes it easy to see why 
competition is intensifying. 
According to NutraSweet, over- 
all retail sales of products in 
which Simplesse could be used 


are estimated at approximately 
$l5bn in the US and about the 
same again in western Europe. 

Tate expects products con- 
taining Stellar to start appear- 
ing in the US by the second 
quarter of 1992, soon after the 
powder is due to become avail- 
able in commercial quantities. 

These Supplies will come 
from a plant of unspecified 
capacity which will come 
onstream at Loudon, Tennes- 
see next ApriL Initial market- 
ing efforts will be focused on 
North America, with European 
sales conducted through Amy- 
ium CST, Tate's Belgium-based 
subsidiary. 

Bundaberg bid. Page 19 
Battle ahead. Page 29 


Russians vote their way into history 


Continued from Page l 

though debate is perhaps too 
strong a word as the six never 
engaged head-on. 

The main TV channel got 
most of them together in a stu- 
dio on Monday night, with the 
notable absence of Mr Yeltsin. 
Mr Igor Fesunenko, the chair- 
man, allowed each a few min- 
utes to answer sets of ques- 
tions, and never to challenge 
each other. 

In their "big” interviews, the 
main talking points for an 
attentive electorate have often 
been the characteristics of the 
three minor candidates: the 
studied provincialism of Mr 

Aman Tuleyev, leader of the 

Kemerevo Council in Southern 
Siberia; the raucous and blunt 
Stalinism of General Albert 


Makashov; and the Wagnerian 
excesses of Mr Vladimir Zhi rin- 
ovsky, leader of the Liberal 
Democratic party, who in the 
course of one TV interview 
ordered his questioner out of 
the studio. 

Few of the candidates have 
grown into television, a 
medium where Mr Yeltsin 
appears guarded - Mr Fesu- 
nenko gave him a rough ride in 
his interview last week - and 
Mr Ryzhkov boring. 

However, even tbe boredom 
is at least real; the treat for 
western eyes is of politicians, 
running for major office, who 
are not yet ruined by the 
Image makers. 

Though they have 
abstained from direct _ 
attacks on each other, their 
supporters have been much 


less inhibited. In particular, 
the pro-Ryzhkov press. 

Pravda produced three pro- 
fessors from the corrupted 
world of Soviet psychiatry to 
testify that Mr Yeltsin was 
power hungry. 

Ahead of all, however, has 
been Sovetskaya Rossiya, the 
daily of the Russian Commu- 
nist party. 

Its eveof-election issue was 
a “Get Yeltsin” special; its lead 
story a rehash by the Soviet 
Procurator Mr Nikolai Trubin 
of the murky affair of a cur- 
rency buying scandal involving 
both a British-South African 
businessman and documenta- 
tion signed by the Russian gov- 
ernment of which Mr Yeltsin is 

leader. 

He never actually implicated 
Mr Yeltsin, but insisted that 


the deal was done under his 


Organisationally, the elec- 
tion is strict Candida t es get 
R&200.000 from the state, and 
can use their own savings, as 
well as donations from work- 
ers. The voting today will be 
organised by local election 
committees with the help of 
local authorities. 

For a candidate to win on 
the first round, he must have 
the support of 50 per cent of 
those voting and the total turn- 
out must be at least 50 per cent 
of the eligible 105m. 

Announcement of the first 
official results will be much 
slower than in the west - next 
Monday - but, like the west, 
they will probably leak much 
earlier. 


WORLDWIDE WEATHER 


Hopes of 
early UK 
interest rate 
cut dashed 

By Rachat Johnson aid 
Peter Norman in London 

THE BANK of England 
yesterday quashed market 
hopes of an early cut in UK 
Interest rates even though offi- 
cial figures showed a drop in 
tiie rate of underlying infla- 
tion. 

The Bank, using its money 
market operations, under- 
scored its determination to 
maintain current UK interest 
rates by lending £530m 
($900m) at LL5 per cent over 
the next nine days. This Is 
well beyond Friday when the 
announcement of the retail 
prices index for May had been 
expected to trigger the next 
rate cut 

By lending for nine days at 
the base rate, the authorities 
have ensured smooth trading 
until after next Wednesday, 
when the June sterling con- 
tra ct o n the London futures 
market expires. 

Expectations of an imminent 
redaction in borrowing costs 
had gathered straigth m Lon- 
don since late last week. Hopes 
were fueled by a report, from 
the Confederation of British 
Industry, the employees* 
organisation, of faUfag wage 
settlements in the manufactur- 
ing sector and expectations 
that Friday’s retail prices 
news would show the so-called 
headline rate of inflation drop- 
ping below 6 per cent 

Although the UK authorities 
Insist that falls in headline 
inflation do not automatically 
result in interest rate cats, 
they have twice this year 
eased borrowing costs on the 
same day as the release of the 
retail prices index. 

Before the Bank acted yes- 
terday, speculation of a cat 
received another boost when, 
the Central Statistical Office 
announced that the output 
price index for home sales of 
manufactured goods rose by 
0.4 per cent in May to an 
annual rate of 6J» per cent 
April’s rate was revised from 
6.4 to 6.2 per cent 

The Treasury said yester- 
day’s news showed that “infla- 
tionary pre s s u res at the whole- 
sale level have fallen sharply 
since the beginning of the 
year”. 

It said its preferred index of 
producer price inflation, which 
excludes food, drink and 
tobacco, was rising at an 
annual WS per cent in May 
- the lowest since last Janu- 
ary. This index was down a 
fall percentage point since 
February, it said. 

Yesterday’s figures also 
helped to iron out inconsisten- 
cies between different mea- 
sures of underlying inflation, 
as CSO indices have taken 
much longer than CBI surveys 
to register price falls. CBI sur- 
veys point to further falls in 
underlying inflation in the 
iran tug month*. 

Sterling’s relative weakness 
in the exchange rate mecha- 
nism of the European Mone- 
tary System is thought to have 
prompted the Bank's decisive 
move against rate cut specula- 
tion. The pound declined 
against a weak D-Mark, falling 
1 pfennig to DM2J94G, below 
its DM2.95 central rate. It 
dipped from fourth to seventh 
ppiritfflH in the EM-S grahimg B 
rate mechanism. 

London equities shrugged 
off foe Bank’s move, however. 
The FT-SE ZOO index advanced 
in sympathy with Wall Street 
to dose at 2JM2A, up 80.7. 

^10 CSO announced flint flw 
input price index for manufac- 
turers' materials and fuel foil 
by O.i per cent in the 12 
months to May. 

Government Bonds, Page 24 
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London’s uneasy 




If the stock market is a leading 
economic indicator, yestenfay’s 
FT-SE 100 close within tbree- 
posxds of its alttime high does 
not seem to have convinced Sr 
Eric Fo untain of Tarmac, 
depressing AGM statement 
yesterday suggested thatj Ear, 
from recovering, the economy 
is setting off on a fresh down- 
ward leg. Nor is he alone. 
Anecdotal evidence from a 
range of companies points to 
trading conditions remaining 
depressed for the rest of 1991. 
Trim, spring’s flood of rights 
issues has slowed to a trickle, 
but the government's showing 
in the polls ought also to be 
weighing on share prices. 

The one bright spot for 
investors is the hope that the 
underlying as well as the head- 
line rate of inflation is now 
declining. Tbe latest producer 
price index, showing a mar- 
ginal decline in the an pm>i 
growth rate to 6 per cent, bears 
this out. But lower inflation 
will need to be followed by yet 
more interest rate cuts to pro- 
duce a convincing FT-SE rally. 
With sterling already showing 
the first signs of weakness at 
the prospect, the Bank of 
England is duly seeking to 
tfampgn expectations. 

The problem is that the tim- 
ing of cats has become ever 
more delicate as support for 
the government has waned. 
Even appearing to bring them 
forward for political reasons 
would be almost as bad for 
confidence as not catting them 
at alL 

However good the Inflation 
news, cuts mil have to come in 
measured doses for some thm* 
to come. That may explain 
both the market’s hesitancy 
and Sir Eric’s gloom. 

Guinness 

The decision by LVMH to 
spend a farther £280m or so on 
Guinness shares is an interest- 
ing confirmation of tbe relative 
standing of the two companies. 
When tibe cross-holding agree- 
ment was announced three 
years ago, it might have 
seemed risky for Guinness to 
choose so large and ambitious 
a partner. 

Since then, the LVMH share 
price has gone up by around 50 
per cent while Guinness’s has 
almost trebled. Guinness is 
now worth half as much again 
as LVMH, while the Guinness 
stake accounts for nearly 40 
per cent of LVMJTs market 
value. It might seem rational 
for LVMH to conclude that its 
money Is better spent on Guin- 
ness shares than an its own 
business. 

Whether the Guinness share 
price can carry an bounding 
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ahead at this rate is ywnthw 
rnatter. The almost unparal- 
leled scale of its re-rating in 
recent years has been based on 
a highly specific set of circum- 
stances, one of which has been 
the new-found determination 
by Scotch producers to push 

S i price Increases. That 
front Is now facing its 
first big challenge in the form 
of wurid recession and falling 
sales volume. At £10 a share, 
Guinness is on some 15 times 
prospective earnings. That is 
scarcely unreasonable given 
the record; it may be tougher 
going from here, all the same. 

Northern Foods 

Northern Foods’ 17 per cent 
rise in pre-tax profits yesterday 
was in impressive contrast to 
the awful figures from Unigate 
the day before. The company's 
finances are In rude health, 
while recent heavy capital 
expenditure is already showing 
signs of contributing to earn- 
ings this year. But however 
good the start to this {facade. 
Northern Foods can scarcely 
look back an the 1980s with 
pride. Unigate has underper- 
formed the market by 30 per 
cent in the past 10 years: 
Northern has underperformed 
by a quarter. 

Nevertheless. ' Northern 
seems to have been quicker at 
returning to basics. The result 
last year was an improvement 
in operating margins from &6 
per cant to 9.4 per cent In the 
short term, the company’s 
present optimism seems fully 
justified. Further out, one won- 
ders whether the piggy-bads 
ride on the UK’s largest food 
retailers can continue to 
deliver the same growth for 
more than a couple of years. In 
addition, the challenge this 
decade will be to manage an 
expansion into Europe. North- 
ern Foods' shares have outper- 
formed the market by 38 par 
cent in tbe last year, tbe result 


Mng a sector average rating 
of around 12 times prospective 
earnings. After aU. they had a 
lot of ground to make up. 

Fyffes 

Speculation about a bid for 
Del Monte was predictably 
stoked yesterday by Fyffes' 
I£60m rights issue of convert- 
ible preference stock. The pro- 
ceeds lift Fyffes' net cash to 
around ISSOm. This is comfort- 
able enough by most stan- 
dards, but surely not enough to 
land Polly Peck's fruit growing 
and distribution subsidiary, 
even assuming the administra- 
tors wished to sefl. Del Monte 
could fetch as much as SSOOtn, 
c oincidentally the amount of 
cash which the powerful US 
company Chi quite has raised 
in the last nfoe months. 

On the other hand, Fyffes 
has to do something. The bulk 
of its profits appear to be made 
in the UK. where protection for 
Caribbean bananas afforded by 
the EC can no longer be taken 
for granted. No one believes 
that there will be a free-for-all 
after 1992, but it is not unrea- 
sonable to assume that cheaper 
central American bananas will 
be allowed improved access 
over the next few years. Fyffes 
has already established a foot- 
hold in Honduras, but it badly 
needs new sources which the 
likes of Del Monte would pro- 
vide. Demand looks exciting in 
eastern Europe as well as 
inside the EC; but the new 
competition means that Fyfles 
could be hard put to maintain 
its strong earnings momentum. 


fe-gno* T-ThtfV 


SD-Scicon 

SD-Scicon may regard the 
£U6m bid by Electronic Data 
Systems as an in salt, but at 
45p per share it compares well 
with both the 37p cash offer 
from Cray Electronics and the 
41p paper alternative. That 
should be enough to knock 
Cray ' out of the running, 
despite its announcement that 
its offer bad been accepted by 
British Aerospace, which has a 
25 per cent stake. BAe is only 
committed if Cray’s offer goes 
unconditional, which will 
depend on investors buying Us 
argument that, by taking on 
Cray paper, they can share in 
SD-Sdcon's recovery. The trou- 
ble is tbat Cray is itself an 
uncertain recovery play, and 
its management has no real 
experience of the fixed-price 
software contracts that are the 
source Of SD-Sckon’s trouble. 
EDS would at least take the 
company off investors' hands 
at a price 80 per cent above its 
1991 low. { 


* 



at least ife different.” ?* 


If you’re looking for fresh ideas or need some lateral thinking to make your acquisition 

strategy take off on the Continent, talk to Peter Wisher on 071-248 4000. 



CHARTERHOUSE 
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Leading US machine : 
tool groups merge J 

Two US Cmnjpdhies have aHXibJhpd'to citrate " : 
the largest American machine tools concern; . 
GkkUngs 4Le^rts;, a leading automation 
systenra mafcsr. has agreed to acquIreJCross A 
Tracker, toe third largest US maker pf machine 
tools, based. In Michigan. Tn 1990 Giddtngs & 
Lewis, based in Wisconsin^ had sales of 5243m, 
and Cross & Tracker $431 m. Page .22 

Vosper sails away with 1 8 % gain 


p . _ 


■■ j 



Vosper Thprneyeraft, the UK warship designer 
and buiWer. yesterday reported ah 18 per cent 
ihcreEBSft^.prertax profits. to £14v3m (323.8m) in 
the year. to.March 31. Peter Usher, chairman 
(lef^ SErtd^htp sales prospects , had been 
'enhataicddSy’the performance of Ka Hunt class 
mlnfchUht&s IntheGUrif war. Also plained Is 
iyUirtln' L Jasfc iftanag ing d I recto r , withe model of 
tbe : cw^jp5gjy^ r»w Sandown mine hunter. 
wfrt(^ ^OT^rtng.servidQ with the Royal Navy. 

Paaeas^^-’;- v. 

9 Uf0_ jwfa. on p brwinn Big Bang 



Regulators have finally fit the fuse on the for>g- 
awaited Big .Bang on the German stock market 
Last week, the Frankfurt stock exchange paved 
the way for todbeyalopmeintpf a more etfeop 
dve electronic securities trad 1 ng system as 
well as Sto -framework: tor rationalising the 
regional character ot the Gsurman stock 
exchanges, _Biiv Katharine. Campbell 

reports, there Is still much cajoling In smoke- 
filled rooms to be done before the final count- 
down. Page 25 - .v-v.. 

•,-%W V . - 

Braced forafci miniu rn deluge 

Nearly a third of the Soviet Union's aluminium 
output could arrive in the west this year, affect- 
ing prices on toe London Meta) Exchange, 
accor di ngtoMr Oa g Flaa, vice. chef rmari of the 
European AlumUiTum Association, Page 30 


Growing International Interest In the high-yield- 
ing European government bond markets has 
prompted the Financial Times to include Span- 
ish. Italian and Danish, bonds in the benchmark 
govemmentbond table from today. Page 24 . 


Msi’ciiiy Commuulciitlon* 

A report in yesterday’s :fT sakf that Mercury - 
had decided not to compete head-op with BT in 
toe UK residential market The position la that 
Mercury continues to serves this market berth ' 
with Us: whrs iarvicesrapd In conjunction with 
partners falhe table TV Industry, although a ] 
wl IK not piroyfdo fines direct to people's homes; 
Mercury’ rwtra w's, Page fi ■ 
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SD-Scicon rebuffs £116m GM bid 


By Rktoard GcRirlay in London 

SD-SCICON, the UK computer 
services company fighting a 
hostile bid from Cray Electronics, 
yesterday received a counter- 
offer ITom Electronic Data 
Systems, a subsidiary of General 
Motors. 

The 45p-*6hare cash offer from 
the US vehicle group values SD- 
Sdconatmem ($197111), some 21 
. per cent . more than . the rash 
alternative In Cray's offer and 
£7m more than. its paper offer. 

The SD-Scicon share price rose 
4p to 47p on the stock exchange 
in Lmidon after the EDS bid was 
made. 

SD-Scicon rejected the new 
overture, saying that both the 


Cray and EDS offers were unsoli- 
cited and £ar too low. 

Cray greeted the counter-offer 
with the claim that British Aero- 
space, bolder of 25 par cent of 
SD-Scicon, had already given 
“irrevocable support” for its cash 
alternative. 

The BAe undertaking fs only 
hinding, however, if by July 8 
Cray has received- acceptances 
from more than 50 per cent of 
shareholders and can declare its 
offer unconditional. After that 
date, BAe would be free to accept 
the EDS offer. 

EDS rfainw to be one of the 
strongest information technology 
service companies in the world 


with sales in 1990 of $3.6bn 
(£2.1bn) and pre-tax profits of 

$465m. 

It has experience with the kind 
of fixed-price contracts that 
tripped up SD-Scicon and helped 
it to a £20m loss last year, render- 
ing it vulnerable to a bid. 

Mr Juergen Berg, EDS Euro- 
pean group executive, said SD 
Scicon would fit perfectly into 
the company’s expansion plans in 
Europe and that there was a 
strong overlap in industry know- 
ledge and technical skills. 

However, EDS arrived in the 
UK in 1965 amid some contro- 
versy whan some executives were 
told to tell immigration nffiriniB 


that they were on holiday while 
their work permits were being 
processed. 

Mr Clyde Ziegler, managing 
director of EDS’s UK division, 
will he was confident that this 
incident would not prevent the 
company winning substantial 
orders in the UK public 
sector. 

He said that, in 1989, EDS had 
won two contracts to run Depart- 
ment of Social Security data cen- 
tres and nearly half its sales of 
£100m that year were in the pub- 
lic sector. 

SD-Scicon is understood to 
have been confident that it could 
have seen off Cray’s bid based on 


its defence, published on Mon- 
day, that it had put the worst of 
its troubles behind it. Brokers 
had estimated pre-tax profits of 
about £5m this year and £8m for 
1992 compared to the £20m loss 
last year. 

However, the emergence of 
EDS raises significant doubts 
that SD-Scicon will retain its 
independence. 

The focus of the defence is 
likely to shift to whether EDS is 
offering enough and to possible 
further offers from other world- 
wide Information technology 
companies seeking a foothold in 
Europe before the single market 
is completed in 1992. 


fmry agrees £400m rescue package 


By Vanessa Houlder, Property Correspondent, in London 


IMRY Group, the British 
company taken private in a 
highly leveraged £3l4m deal In 
1989 at the peak of . the UK prop- 
erty boom, has agreed a restruct- 
uring package under which Bar- 
clays Bank has increased- its 
loans to Imry and its parent com- 
pany to more than- £4 00m 
($680m). ' : ‘ • 

The restructuring, accompan- 
ied by 4 l; change, in ownership, 
ieflects;fhe fell In property val- 
ues -oyerthe past year. This pre- 
vented Imry ’s parent company, 
iMarketchief, from mairing suffi- 
cient disposals to repay its bank 
loans. It also risked a breach in 
loan covenants by Imry. 


Mr Wolfgang Stolzenberg, 
Canadian businessman who was 
in the consortium that took over 
Imry in 1989, is buying out its 
other investors. Eagle Star and 
Prudential-Bache which, like Mr 
Stolzenberg, invested £3L7m In 
loan stock in Marketchinf, both 
receive £3m for their holdings. 

The equity investors have each 
received £1 for their original 
investment of £L25xzl In addition 
to Mr Stolzenberg, the equity 
investors were Eagle Star, Pru- 
dential Bache and Development 
& Realisation Trust, a vehicle 
controlled by Mr Stephan Win- 
gate, who engineered the Imry 
takeover. 


“Mr Stolzenberg was prepared 
to bay us out at more than the 
company Is worth,’ 1 said Mr Colin 
Parker, investment director at 
Eagle Star. “It was a highly 
geared property company which 
was acquired at the wrong side of 
the property cycle." 

Barclays has extended its origi- 
nal £214m loan to Marketchief, 
Imry’s parent company, on to a 
medium-term basis and agreed to 
roll up interest payments for a 
period. 

It has also provided a new 
£200m loan to Imry, which was at 
risk of breaching its loan cove- 
nants following the fell in prop- 
erty values. The new money. 


which largely stems from a 
£150m stand-by loan facility 
agreed at the time of the take- 
over, will pay back an £85m loan 
from a syndicate headed by Citi- 
bank and finance new trading 
opportunities. Barclays has also 
guaranteed a £19m loan on one of 
limy’s developments. 

A spokesman for Barclays said 
that the restructuring reflected 
the change in the market place 
since 1969. The new loans were 
partly secured unlike its previous 
exposure, be added. 

Barclays has also provided 
“significant" funds for a new 
joint venture involving Imry 
which will seek new investment, 


trading and development oppor- 
tunities. Mr Myers said that the 
new company. Commercial Prop- 
erty Corporation (CPO, was con- 
sidering the acquisition of a £30m 
property portfolio, after which it 
would still have “tens of mil- 
lions" available to it. Mr Myers 
said that Barclay's support for 
CPC “was a vote of confidence in 
the management”. 

CPC Is a joint venture between 
Imry and a new company called 
Vines Management, set up by Mr 
Martin Myers, ferry's chief execu- 
tive. to manage limy's assets. Mr 
David Davies, chairman of Imry 
before it was taken over, will be 
the ehnliman of CPC. 


Shocks and 
thrills from a 
new release 

Kami Zagor reports on reaction to 
Time Warner’s rights offer 
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L ESS than two years after 
Time upset shareholders 
by rejecting a 3200-a-share 
takeover bid toy Paramount in 
fitvoor of a 314bn merger with 
Warner Communications, the 
warid’sMggest media, and enter- 
tainment company Is rattling 
shareholders again with Us con- 
fusing rights offer. 

Last week ..Time Warner 
announced it would Issue SUm 
new stocks through a $2hn-plus 
right s offering: Shock waves ran 

■ llmingti the US itiv ew ijiieiit GOTO- 

•anility as Time Warner had 
beat signalling to Wall Street for 
months tint it it expected some 
large international companies to 
invest in parts atits business to 
reduce the defat/equity ratio. 

The Warner merger had loaded 
the company, down with more 
than 3111m of debt and servicing 
which -poshed Time Warner into 
a -19M net loss 6f 3227m 
although .the company's 
.cash flow of about $2-3bn . 
allowed it to comfortably service . 
■ the borrowings. -. 

: • The rights offer has confused 
and angered some investors. , 
first, the company chose a Brit- 
. ish-style rights offering, under 
which investors are offered new 
shares in a -company in propor- 
tion to their gri ding Tmlnhig w, a 
technique almost unknown in 
the US. But even one British 
investment banker said: “To call 
it a rights issue is almost to con- 
fuse the term. It is a rights issue 
only in that current holders are 
being gteoi the first crack.” 

/ The company, which has about 
57 An shares on issue, will offer 
each shareholder 6/10 of a right 
at a price that wiB translate into 
3105-a-share if the offer is felly 
subscribed. If fewer shareholders 
exercise their rights, the pool of 
new shares will he distributed 
between the subscribers,: pro- 
vided at test 80 per cent accept 
the offer. The lower the number 
of shareholders who take up 
their rights, the lower the price 
they pay per rinse, with a floor . 
of 163. Shareholders will not 
know how many shares they are 
allocated until after the offer 


There is a dual incentive to 
participate - although critics 
describe it as coercion. First, 
failure to take up the rights 
would mean dilution of an inves- 
tor’s stake in the company. Sec- 
ond, there is the possibility of 
buying the shares for as little as 
363 if enough shareholders baulk 
at the issue. 

The company’s share price, 
which climbed to 3120 an ft* 
New York Stock Exchange from 
about 370 in September, tumbled 
20 per cent in the three days 
after the rights Issue news. By 
midday yesterday, the stock 
firmed 31tt to 195%. 

If the share price does not 
recover and investors believe the 
take-up is likely to be Ugh, they 
may simply walk away from the 
deal rather than pay a premium 
for new shares. . 

This could be one fetal flaw of 
the scheme. Another, rii gfrwf a 
British banker, is that the struc- 
turing of the deal, and the uncer- 
tainty over, the final price of the 
shares, makes it impossible for a 
market to develop In nil-paid 
rights - a feature of the UK sys- 
tem which allows shareholders 
to sell the entitlement to buy 
rights shares. . 

The presence of an under- 
writer may help dlspri the uncer- 
tainty around the offer, particu- 
larly as the rights are not being 
offered at a deep discount, but. 
there is no underwriter for the 
deaL 

The large number of invest- 
ment banks involved in the deal 
has also upset shareholders. The 
aggregate foes are expected to 
range from 341.5m to 3145m for 
what is perceived by some as lit- 
tle work and virtually no risk. 

A money manager at Capital 
Guardian Tbwwfh, which Hold. * 
about 2.23m shares and will 
probably subscribe, believes the 
nffinf wbiVm sense for ftf com- 
pany in the long-term. 

Other shareholders are less 
confident Hr DeWitt Bowman, 
chief Investment officer at the 
California Public Employees 
Retirement Fund, said: “We are 



Volvo 
unveils 
new car 
range 

By Kevin Done 

in Gothenburg 

VOLVO, the Swedish car and 
truck maker, yesterday unveiled 
a new range of large family cars, 
the 800 series, as the first result 
of the company’s most ambitions 
development project 
Volvo said it had invested 
about SKrl6bn ($2.5bn) to 
develop and produce the range, 
making it the biggest single 
industrial project undertaken in 
Sweden. The 800 series is set to 
become the company’s main vol- 
ume car, eventually replacing 
the Volvo 200 series. 

The range is likely to be the 
last car series to be developed 
alone by the company. Mr Pehr 
r.yl le nhamm ar. Volvo tihairmen, 
confirmed yesterday that future 
product generations would be 
developed with Renault of 
France, the Swedish group’s 
industrial partner. 

The financial burden of devel- 
oping the 800 series has hit 
Volvo’s profitability in the last 
couple of years. The surge in 
capital investment and research 
and development spending has 
coincided with a recession In 
Volvo’s main markets of the US, 
the UK and Scandinavia, plnng- 
ing the car operations Into loss 
in the last 18 months - with an 
operating loss of SKr855m in 
1990. 

With the range, Volvo has 
switched to front-wheel drive for 
the first time in its large cars. 

Much of the SKrl6bn invest- 
ment for the 800 series has been 
spent on modernising Volvo’s 
main engine, gearbox and 
stamping plants in Sweden. 
Volvo has also invested heavily 
at its assembly plant in Ghent 
Belgium, where the series will be 
produced. 

The car will be launched in 
Scandinavia in September; in 
Germany, the Netherlands, Bel- 
gium and Switzerland during the 
late autumn; in southern Europe 
and Japan early next yean in the 
UK, next snmmen and in the US 
in September 1992. 

Production is forecast to reach 
about 25,000 units in (he first 
year, but Volvo aims to reach a 
peak ontpnt of more than 
200,000 of toe cars a year during 
the first half of the 1990s. 

Volvo will decide next year 
whether to expand its assembly 
capacity in Ghent - currently 
about 135,000 a year - or to begin 
production of the series also in 
Sweden. However, Mr Gyllen- 
hanunar said that the Ghent 
plant had achieved 25 per cent 
higher prodnetivity than the 
company’s Swedish operations. 
Of the SKxl6bn investment, 
some SKrl2bn has been spent in 
Sweden and SKr2bn in Ghent 


finding it difficult to deter mine 
how we will respond. It forces us 
into a speculative situation. 
From our perspective, there is 
definitely a sense of disappoint- 
ment with the offer." 

Time Warner expects proceeds 
of between 32.11m and 33.51m, 
which it win use against debtA 
reduction in debt would 
strengthen Time Warner’s bal- 
ance sheet and the company 
hopes a lower debt load will help 
it attract the foreign investors it 
has been courting for “strategic 
alliances”. 

The jury is still out on the 
wisdom of the Time Warner 
merger. 

Most of the crossmedia ventures 
at Time Warner have been fairly 
minor. For example, subscribers 
to Time publications receive pro- 
motions for Warner films; 
Warner Brothers now has access 
to the Time Warner database, 
which helped the studio promote 
"Memphis Bene" a Second World 
War fThn- to people who had 
bought war books or movies. 
Warner’s involvement was mini- 
mal in a big marketing package 
with Chrysler, which is expected 
to generate advertising revenues 
of more than 340m. 

Wall Street says the most 
immediate benefit of the merger 
is the clout that comes from size, 
allowing Time Warner to domi- 
nate most of its markets. 
Whether the company has the 
clout to persuade shareholders to 
cough up the cash for the rights 
offer is another matter. 


insurer expects recovery 


By Wttflam DuIHorce in Genova 

WINTERTHUR, the Swiss 
insurance group, : expects to 
rehew its profit growth in 1991 
after .ah unexpected 9.5 per-cent 
drop hr net wuntog g lagt y mr 

growth during the' 
first five aumths bad been “very 
fevouraWe,” said Mr Peter Spaiti, 
chairman and chief execothre.- 
Itecovery oh: the world stock 

markets, allowed the" group to 
take profits on Investments. 
Eanuugs wooM also benefit from 
appreciation in OS, -Canadian 
Australian dollars. 

Mr Spalti said a “a certain opti- 
mism” was warranted that the 


reversal of the trends on the 
securities and currency markets 
which had upset Winterthur’s 
profit expectations last year 
would persist 

Last year net consolidated 
earnings .fell to SFr236.6m 
(3157m) from SEc26L3m in 1989, 

■ ftjthn qgh inmni^ ZDSe 

-by.il per cent to SFrl£4fibn, an 
Increase equivalent to 9.7 per 
cBut in local currency terms. 
Shareholders are receiving an 
u n changed dividend of 8Fr68 per 
Share and SFrl&ffi per participa- 
tion certificate . 

Winterthur’s 1990 annual 


report published yesterday marks 
a considerable advance towards a 
fully consolidated statement 

Shareholders’ equity is restated 
at SFr3.79hn against the 
SFr2.66bn shown in the 1989 
report Under the new reporting 
principles the 1989 figure should 
be adjusted to SFnJ.Mbn. 

The decline in -equity thus 
revealed for 1990 stems from the 
depredation of goodwill on the 
$630m purchase of General Casu- 
alty, the US company bought last 
year, a decrease in equity in 
some foreign subsidiaries and the 
fell in value of stock investments. 


This anDoimcanent appears as a matter of record only 

Management buy-out of 

Page 

Page Engineering (Holdings) Limited 

and its subsidiary 

Page Aerospace Limited 

fro in 

AB Electronic Products Group Pic 

for 

£6,950,000 

Arranged and led by: 

LLOYDS DEVELOPMENT CAPITAL LIMITED 

£3,100,000 of equity provided by 
Lloyds Development Capital Limited 
Kleinwort Benson Development Capital Limited 
Phildrew Ventures 

£3,250,000 bank finance arranged by: 

Bank of Scotland 
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Thomson to go on 
with merger plan 

By Charles Leadbeater, Industrial Editor, In London 


THOMSON, the French state 
owned electronics group, will 
press ahead with plans for an 
eventual merger of its semi- 
conductor operations with 
those of Siemens and Philips, 
despite receiving a cool 
response to the proposal earlier 
this week, Mr Alain Gomez, 
Thomson president, said yes- 
terday, 

Mr Gomez said the sceptical 
response from Siemens of Ger- 
many and Philips of the 
Netherlands to the idea of a 
merger with SGS-Thomson, the 
Italian-French chip maker, 
would not force Thomson to 
change tack. 

He said political and com- 
mercial pressure would eventu- 
ally force the companies to 
reassess their position. Mr 
Gomez said Thomson had no 
plans to seek a partnership 
with a Japanese or US chip 
as an alternative to a 
European merger. 

Mr Gomez predicted acceler- 
ated cross-border restructuring 
in the European defence elec- 
tronics industry in the wake of 
the end of the Cold War. 

He predicted this would take 
the form of further cross- 


border acquisitions and joint 
ventures. 

The recent agreement 
between Thomson’s defence 
electronics subsidiary Thom- 
son-CSF and the UK's GEC- 
Marconi to form a Joint com- 
pany to research, develop and 
eventually produce the next 
generation of airborne radar 
was one model for the future, 
he said. 

Mr Gomez said there was an 
urgent need for open competi- 
tion in European defence 
procurement and greater 
cohesion to defence policies to 
ensure European companies 
would be strong enough to 
meet the challenge which Japa- 
nese and US producers would 
mount at the end of the 
decade. 

He indicated that the French 
industry was most in need for 
further consolidation in line 
with similar moves in Ger- 
many, Britain and Italy. 

In contrast with other areas 
of electronics such as semi-con- 
ductors and consumer electron- 
ics, where European producers 
already faced a Japanese 
onslaught, there was a need for 
greater protectionism, he said. 


Tate may modify 
bid for Bundaberg 


By David Owen in London 

TATE & LYLE will probably 
modify its hostile A S3 25m 
(US$244.4m) bid for Bundaberg 
Sugar. Australia's third largest 
raw sugar producer, following 
yesterday’s approval of the 
offer by Australian foreign 
investment authorities. 

Mr Neil Shaw, Tate chair- 
man and chief executive, said 
that it was "highly likely" that 
the UK sweeteners group 
would amend its condition that 
the bid receive 90 per cent 
shareholder acceptance. 

It remained in the balance 
whether the threshold for 
acceptances was amended to 50 
per cent or nearer two thirds, 
he said. 

Mr Shaw stressed that Tate 
would "walk away" from the 
Queensland sugar miller and 
ram distiller rather than again 
raise its revised AJ4.10 per 
share offer. - 


Mr John Kerizz, the newly 
appointed Australian trea- 
surer, yesterday anrmnnrerf he 
had no objection to the Tate 
bid and that an inte rim order 
blocking a takeover had been 
revoked. 

This ended a tense six-week 
wait after the submission of 
advice from The Australian 
Foreign Investment Review 
Board (FIRB) to Mr Paul Keat- 
ing, the forma treasurer. 

The treasurer has the discre- 
tion to accept or reject an FIRB 

r pmmmpndaHnn 

Tate launched its offer on 
Mamh 19 at an initial AS3.70 a 
share, valuing Bundaberg at 
AJ290m. 

Bundaberg is Tate’s first 
hostile bid since it won Staley 
Continental, the US com syrup 
producer, in 1988. 

Institutional battle ahead; 
Page 29 


Goldman Sachs heads towards a half-way house 

Richard Waters reports on the US investment bankers’ moves to becoming a European partnership 


G oldman Sadis, the US invest- 
ment bank, is half-way to 
becoming a European invest- 
ment bank. Like some other US 
houses, it has made great headway in 
the past five years in the continent’s 
cross-border investment markets - 
although the most difficult steps still 
lie ahead. Its ability to negotiate these 
will help to determine the future 
shape of the European investment 

hanking 

In revenue terms, Goldman is 
already a significant force. Its Euro- 
pean operations made a quarter of the 
group’s worldwide profit s last year, 
according to Mr Eugene fife, chair , 
man and managing director of Gold- 
man Sachs International. That is 
equivalent to some $I50m, if rumours 
of the $600m profits made by this very 
private partnership are to be believed. 
It employs only a sixth of the group’s 
6,700 staff. 

In terms of its presence in London, 
Goldman also figures prominently. 
While other Investment b anks are 
shedd i ng staff and trimming over- 
heads, Goldman has just moved into a 
gi earning new colossus of an office 
block, built in London’s Fleet Street, 
former home of the newspaper indus- 
try. 

The b uilding is reminiscent of the 
ego-driven expansion of the invest- 
ment banking world before the Octo- 
ber 1987 stock market crash. It was 
conceived only months before the 
crash, in fact, when Goldman bought 
the site from The Daily Telegraph. 
But the outward impression belies the 
steadiness of Goldman’s development 



Eugene Fife: European 
operations made a quarter of 
group’s worldwide profits 

Having developed the building at a 
cost of 2250m, (5425m) Goldman sold 
half the equity to an insurance com- 
pany and has lei half the space. It 
reckons the rental costs are about 
equal to what it would have paid for 
its old London offices, which were due 
for a rent review (the building was 
built by and is owned by one group of 
Goldman partners, and is let to the 
current partnership - hence the need 
to set an arm’s length rent). 

However, considering its signifi- 


cance to Goldman, the European busi- 
ness seems almost peripheral in man- 
agement terms. Of the te&k’s 146 gen- 
eral partners - those who have an 
equity interest in the firm - only 17 
are based at its European headquar- 
ters in London. Of these, just five are 
non-American. Goldman needs more 
partners in Europe and more Euro- 
pean nationals as partners. 

kb Fife says that Goldman does not 
operate a revolving-door policy, spin- 
ning senior US staff through Europe 
and baric out a g ain, but this is telly 

part of the task of building a separate 
management with the clout to estab- 
lish itself in the Goldman hierarchy. 

Goldman baa made Its nanre in 
Europe through cross-border mergers 
and acquisitions and privatisation 
work. Its appointment to advise Id, 
following Hanson's abrupt a ppe ara nce 
on its share register, has confirmed 
that standing. 

In the league-table obsessed invest- 
ment banking business. Goldman is 
persistently at or near the top in 
terms of cross-border M&A. Such 
super-leagues need to be taken with a 
pinch of alt, as they do not distin- 
guish between advisers' functions. 

For instance, Goldman was associ- 
ated with the merger this year of Nat- . 
jn TMi«> .wpd grkiwtten l the Netherlands’ 
biggest Insurer, and NMB Postbank, 
but it was there only to give an inde- 
pendent opinion on the terms of the 
deal, not to advise. 

When asked which banks hare been 
the most successful in European 
M&A, though, competitors all men- 
tion Goldman first 


Having avoided the baying mad- 
ness that preceded London’s fflg Bang 
in 1986, it has taka Goldman consid- 
erable time to develop its own equity 
research and sales staff. Though small 
(with just 22 researchers, who also 
work an corporate deals), the equity 
side has recently graduated to some 
big bought deals, most notably for 
Elsevier, the Dutch publisher, late 


Hardly any of the investment bank- 
ing operations in London are driven 
from the US. Only 18 per cent of the 
deals last year involved a US corpo- 
rate client - compared with roughly 
90 per cent five years ago, when Mr 
Fife rame to London. The precisian af 
the calculation betrays Goldman's 
anxietF to Change the popular image 
of US banks in Europe. 

E lsewhere, European income is 
heavily dependent on US cli- 
ents. Many Of the trading activ- 
ities, from foreign exchange t° fixed 
income, wok largely for the London 
arms of US fiwmriai institutions. And 
despite a strong range of businesses 
bated in London, there are still sur- 
prising weaknesses - principally 
asset management While it manages 
around $28bn in the US, it has only 
begun to develop skills in London in 
this area in recent months. 

Two things are likely to determine 
whether Goldman still stands at or 
near the top of the heap by the end of 
the decade. First, it needs to establish 
a stronger presence on the Continent 
Its success at building a corporate cli- 
ent base aside, it sml .feels like an 


outsider. It makes much of having 
panels of eminent local advisers to 
help ft with the customs and culture* 
oddities of countries m which rt oper- 
ates. But this only serves to highlight 
the insecurity the bank feels when it 
rumps to d paling with Europeans. 

Goldman also has few people out- 
side the UK (about 100. in various 
branch offices). Rehousing LOOQ wo- 
ffle in a flagship headquarters in Lon- 
don demonstrates its confidence In 
that city's place in Europe for some 
ti nv* to come, but appears to turn its 
interest away from the continent. 

Goldman plans to increase its Lon- 
don spaas - and by implication 
its London staff - by a third in the 
next five years, according to Mr Don- 
ald Opatmy, the partner who master- 
minded the new office development 

But another London partner says 
he expects the Loudon staff to decline 
in the coming years as more skills arc 
exported to the continent 

The second challenge is the extent 
to which Goldman can bring Euro- 
peans into senior management posi- 
tions. Mr Fife talks warmly , of the 
international outlook of a competitor. 
J. P. Morgan, epitomised by the multi- 
national Savour of its senior staff - 
althoug h he stops short or pointing to 
it as a role model for Goldman. 

Building a stronger European part- 
nership will take time. The bank cre- 
ates partners only once every two 
years, and it is nearly 18 months 
before the next round is due. By then, 
its gmafi, US-dominated senior man- 
agement in London will look even 
more of an anomaly. 



Saab to get SKr5.5bn injection 


By John Burton in Stockholm and John Griffiths in London 


SAAB AUTOMOBILE is to 
receive SKr5.5bn (5900m) from 
its joint owners, Saab-Scania 
and General Motors, to cover 
losses and help finance an 
ambitious new model pro- 
gramme. 

The capital injection, with 
Saab-Scania and GM each pro- 
viding half, will consist of new 
equity and subordinated loans. 

It will bring to more than 
$1.15bn the total amount 
invested in Saab Automobile 
by GM since it acquired a 50 
per cent stake in the Swedish 
car manufacturer at the end of 
1989. 

The strengthening of Saab 
Automobile’s capital structure 
will enable it to seek a 
medium-term loan to handle 
tiie rest of its funding needs. 

Saab Automobile suffered a 
loss of SKr4.6bn in 1990, its 


first year of operation as a 
joint venture between Saab- 
S cania and GM, and it reported 
a loss of another SKrlbn dur- 
ing the first quarter of this 
year. 

The losses have almost 
wiped out the company’s origi- 
nal equity of SKriAbn. 

The losses reflect not only 
declining sales, but also an 
extensive ratio nalis ation pro- 
gramme, forinriing the dOSUS 
of Saab’s modem car assembly 
plant in Malmo, opened only 18 
months ago, in order to ease 
overcapacity. 

Saab plans to introduce 
three new car models by 1995. 
The first, a successor to the 
elderly 900 series, is scheduled 
to be launched within two 
years. 

This will be followed by 
replacement of the 9000 series 


and the addition of a top-of-the- 
cange luxury, car . 

Saab sales have fallen 
steeply in the past couple of 
years to 93J31 in 1990 from a 
peak of 127,180 in 1986 - with 
a particularly sharp decline in 
the US. 

By contrast, in 1986/87 Saab 
could not bufld enough cars to 
keep up with demand and it 
was projecting sales rising to 
150,000-180,000 by the mid- 
1990s. • 

GM is relying heavily on 
.Saab to increase OTs presence 
in the European executive car 
market, where the perfor- 
mance of its top of the range 
Opel/Vauxhall Senator has 
been disappointing. Its strategy 
is similar to that of Ford, 
which spent just under £L5hn 
($2.55bn) acquiring Jaguar of 
the UK. 


Hafnia takes 
property stake 

HAFNIA, one of Denmark’s 
largest Insurance-Based 
finance groups, has acquired a 
40jj per cent stake in Chrls- 
tianshavns Oplagspladser, 

jwrfhig a 6-month straggle for 
control af the prope r ty cam- 
writes Xueling Lin in 


The stake was sold by Accu- 
mulator Invest, the investment 
lywnpawy OWUOd by Mr Klaltt 
Riskaer Pedersen, a Danish 
financier. 

According to Accumulator, 
the sale returned a profit of 
DKr20m (82.94m) with the 
shares in Christianshavns 
Oplagspladser trading at about 
DKr70. Mr Pedersen has also 
agreed to retire from the dis- 
puted company's board. 

The purchase by Hafnia 
removes a stumbling block to 
tfa* plans to expand tntyi prop- 
erty development. 


Flnnair hit hy recession 

By Enrique Tasslerl in Helsinki 


FINN AIR, Finland’s 

state-owned flag carrier, suf- 
fered a FM60m (J14-4m) pre-tax 
loss for the year to March 31 
1992 compand with a profit of 
FM347m for the previous 12 
months. 

The airline's result after 
financial items plummeted to a 
loss of FM121m from a profit of 
FM224m, while operating 
results also plunged to a deficit 
of FM58m from a profit of 
FM207m. 

Net sales rose by 5 per cent 
to FM5.59bn from FM5J34bn. 

Finnair blamed its poor 
result on the Gulf war and the 
severe recession in Finland, 
which have jointly helped to 
undermine passenger volumes 

awl pr ofitability . 

The company also said that 
improvements in profitability 
were only possible through 



restructuring and by cut 
tire size of Pinnair’s fleet, 
network and operating 
sation. 

The airline said it will fia|JL 
propose a dividend for 199(K91^V 

• Hnh tamaki , the FinnHTC 
confectionery, packaging dMC 
pharmaceuticals grotffc*f 
reported a 34 per cent drop-jp* 
profits before appropriatitfar; 
and taxes in the first 
months of this year to FM6&IC* 

Mr Timo Pel tola. _ 
said the group's Interim 
was undermined hy a recess-' 
lonary business climate in the 
company's key markets, 
including the US. 

A virtual halt In drug 
exports to the USSR because of 
payment uncertainty had also 
held back the company. 

Profit after financial items 
slid to FM33m from FMllOm. 




Exceptional service together with an understanding of the local markets, 
account for Garanti’s formidable collaboration with over 750 correspondent 
banks around the world. 

Garanti recently increased its paid-in capital to TL 600 billion. Coupled with its 
prime quality asset base, Garanti is one of Turkey’s strongest banks. 

These factors are strongly reflected in Garanti’s financial statements for 1990 
and promise a trend that will continue in 1991. 


1990 

TL Billion 


% increase 
over 1989 


US $ Billion 


Total Assets 

5,925.8 

41 % 

International 


Profit 

187.0 

220 % 

Business 


Shareholders’ 



Volume (1990) 

5,5 

Equity 

653.2 

91 % 

First quarter 1991 

1.2 


0 GARANTi BANK 
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Mr. llbu Neblsgii (Londoi Itpresnuum ori) rt ) mi- 143 HurtairtSi. Lesion EC3M ml Wli (44-T1) ozo 7S03 TIi: senior jaJo g Fat. («-/!} 929 53 >3 
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Making things happen. 

DSL Bank. 



■ft 




Business volume 


in DM millions 50,232 

Total assets 



49,339 

Claims on customers . 
of which: long term 

25,601 

24,337 

DSL-Bonds outstanding 

28,444 

Claims on banks 

13,539 

Liabilities to banks 

10,421 

Securities 

3,517 

liabilities to other customers 

2,095 

Transmitted loans 

(on a trust basis, special-purpose funds 

5,599 

■ 

Liable capital 

(as of December 31, 1990) 

833 




DSL Bank made new loan commitments totalling 
DM 5.95 billion. 


The balance sheet total rose to DM 4934 billion. 


DSL Bank has branches in nine cities in western Germany. Since 1990 the bank has also established 
offices in eastern Germany: in Dresden, Erfurt Leipzig, Magdeburg and Schwerin. 

This development creates new opportunities for DSL Bank. We would like to thank our customers and 
business partners for cooperating so successfully with DSL. 


DSL Bn*. Hud Offer D-S3008onn 2, KmmdybBM 82-70, 14.02280882 43; F*x 02 28/888624, Btx>S7888f 
Baffin. ITmlJ fc M . Oonmunti, Drasdan. D Orta l dcrf. Effort fizsnkfurt, 

Hamburg. Leipzig. Magdeburg, Munich. Scfc**rin. Stungunnci Luxembourg. 


DSL Bank 
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Govennnent- 

Bosiness Relationship Enters 
ANewEra. 


Along with Prime Minister line and cargo handling at 
Nawaz Sharif; Federal finance Qasm and Karachi parts. 
Minister, Senator Sarfau Aziz is Parties from the Middle East 
the driving force behind have expressed interest in 


CHINA 


AFGHANISTAN 


to die election nn. O ctober Gavenrnaent’a economic 
r 24,1980 plndf'^- a smes of achievmaenta . In a recent 
reforma- Follow^ : speech, b& exp l ained his vision: 
iyij p '' mn ' 'overwhelming Thejabytha Gowarmnentis to 
Vtotoi^ybaeQBiaBSMi Mia artMe -firmnila&Ep cBdBs . It is not its 
ambadced ou a.OOTvw of. job tonmi industry, commerce 
■eriapas develoxHBent io OT- nrhotals. 
«y M tar^th. m n«^. moving IVB- 

r - Oh Noyember-6, 1090, Nsnrar atan into an open market. 
. Sharif, 42, Was awuminaa Basically, I want nrimmal Gov- 
*"*" Prtmw Minid w wr tb^Mandc nnoMB t A Bow ramanttfaBt is 
RephbBccfPa kis t aiij .a co un fa y anaD but efficient. Further- 


HYDERABAD 





Prime Ministar Nawaz Sharif 


an area<J796, OQOaq Ians, 

. and apopulation dCpvar 110 

c> r ndUion - • T 1 

»• ■ . . • ■ . 

■u'Mr. Sharif has the unique 
qualifications of being both a 
■ ” 'leadiiTgmiiustrijLKstand a poli- 
itaciaqwhohashid d a mong other . 

"portfcBos, that of Chief Muns- 
ter of the Government of Ac 
Puiyah, the country's largest 
province, with62% of thepopo- 
latiou. ms frames baamees 
concern is theltt f q Group of 
. . Industries. It is no doubt has- 
success as a busineMHnan’ and 

• his familiarity with the indns- 

. trial set up in Rt fo stan, tfaatj 
■ have urged buntoin otiv a te the ’ 

' country^ pri v a te sector teiq- 

• troduce .•.•'•-.-large scale 
" indufltridisation aimed at Te- 
; during dependence oin fiaW^pd 

' aid with avieW to eventual self- 

I rritence. ., ; ■ 

; Vision fast becoming 

; reality'-. , v “ * ,1 •’ ; 

‘ hi the first shumuithsin power. 


The 1970s saw the Bhutto every level*. The country's own w— CTL^uvi. ""T""-**'"*? v /V LAHOfffi.r 

fiSSSX'SSSiSSii SSsS'JS: ^ 

graphwal pn«iimty. V / 

was massive losses all around, and China and border states of Mr. Aadx bdinea that the The Japanese who have a strong RAN | r-~ 

. rp. , « . the USSR aze sure to provide private sector is best ca- presence in the automobile in- ( 

f 1 ?”? y . V ? Bm ■ the essential stimulus for in- pahle of handling bufrineas. dustry in Pakistan are also | 17 ^ ~~P 

hn* chtBwd ora ■ ciBar^ut Mistrial growth. The Government’s job is to looking to participate in the ( _ HYDERABAD 

£JSSV4*in« . I» ^nttotogwtoaMd. "1 

sum: wide spread stem magazine. Prime Minister ^ , AD in all, Pakistan represents a niliiii V” O' 

industrialisation, Nawaz Sharif said, “There were poor ’ - safe haven in the region for far- vT 

privatisation, controlled aD lands of fears, but the feed- Such being the inspiration, the sign investment, the Finance . 7 “ 

government spending, de- backnowis very good. The Stock Nawaz Sharif adnanistration's Ifinfaa r prints out. "It has a ARABIAN SEA £_ | 1 > 

regulation and lifting of Markethaa reached an unpreo- greatest achievement in its six large domestic market and is Pakistan \ \ 

i cell h I imislm open tlm ilnui edented level. We have already p 00 ^ in power has been to dose toother markets. We have \ \ 

to foreign inve s tm enttrada. begun to attract foreign m vest- improve the relationship be- a great deal of natural resources i 

“We have committed ourselves ment " the government and _ a lot of sunshine for solar In high value industries such We hope to have a big jump in 

■ to thesoal of a nrosoerous PUr *?“'!?* despite all the tot business. They have to work technology, water resources, u electronics and computer our education, manpower and 

kistan Md I S^J?ow ■ b ?rt^trfc^»talhavego n e toget^ ma ryilated for- good aguproo^nR fantastic „ftware, we have a good base. teaming programmes, and to 

attempts to rehrrigorate the fi- “** " ^ thqr work at ansa pm-- agncrfture.hydro^ture^ We also have a large engineer- provide better health care and 

narJd eSTXSi^i Kret words of encouragement **** «*tor. “ Mr. Aziz adds. services in rural areas-, he 

sector tejmto^mtmvBrSrqgu^ , . ' Whfle eath ariaga Hy guiding atn30ea - 

*1 have full frith in the abilities * om *“ v lationa. We have started to ere- Pridstans economy well into a The enthusiastic response of 

of oar private sector that they steams relationship between m^^s to irinft Pakistan firooa new century, the Finance Mm- borinessandinvestmentrirdes 

would te^rthy of the co^ the pubbe and private sectors ^ mPski^nandoveroMStothe 

deuce reposed in them by the in which we leave them alone the eoasda^ecte of devdop- recant reforms confirms that 

Government toward a fundamental change Jadme r*- P”™ 6 ”- Tndustey will obw- ment . Pnvatasation must be Mr. Aziz u an the right track. 


ARABIAN SEA 


nsoreb our industrial policy is 
not derignad to bensfit indus- 
trialists and investor*- In feet, 

it has bean formulated to solve 
the ptoHema now confront in g 
the country*. 

Indeed inthe aftermath of the 
riedaan l990, Pakistan was a 
co un tr y o verl oad e d with foreign 
. debt and restricted by. Govern- 
ment; poHoee that controlled 
small and large industries nar 
tiaawida. The Gulf crisis, rising 
cost of foel, an upward-bound 
^ureflfdomMticinflalion,ai)d ■ 
to»dw£ne of thefhhds hitherto 
remitted fay hundreds of thou- 
sands of Pakistani workers in 

the NBddle East, all contzib- 
atod to toa country’s dismal. 
: Monpi^acesMzipu • 

IhCprobliMnswiththefmintry'a 
industrial growth go back to - 
the 1960s. Fedend Finance 
Minister SbzIxb Aziz, a co-ar- 
riritectr cf the. hew ecanamic 
poBiaes, eaqphdned that to pre- 
vent the restricted di stri b uti on 


GOTerTm^rL toward a fumtementel change ^ ^ plained: "Industry wffl obvi- . ‘ Privatisation most be Mr. Aziz is on the right trade 

^ ■. , mscouoimcpch^mPSakiBtBn , y ouriy grow as a proportion of accompanied by a parallel Pakistan is prised to become a 

'While the process of is bow a World Bank Director, mdM onP he «be total. Ritfit now, agncul- programmetolookaflarthepaor growing industrial force in the 

privatisation la facing imple- described these recent inn<wa- ^ tureis about 26 percent, indna- and the leas developed areas. Asian continent. 


mooted my Government will tiona. 

take a dequ ate measures to ^ » - ^ The effect of the pMloecqdqr is 

safeguard the rights of work- ^ A ^ I ? e vrio P m ^ t f™ a indeed evident Mr. Aziz elabo- 

• «» tangible evidence rf the __v to- 


i ,T try about 20 and the rest is in 

The effect of the philosophy is services. 


rates; Tou can see H in the Theagriodtora 1 Aarewfflnot 
Tt^rlr^Wp a ~AnA* Iww,« fall much heeans e itwfflgrowm 
H5s vision is fast becoming re- Government’s commitment to ; — fnnn \ n total. Even our industrial aec- 

aBty. In teue entrepreneurial its ongoing economic adjust- ports and the desire for mare tor will have a base in agricul- 
spirit foe private sector has ment p rogr am med investment" tore, such as cotton, fruit, veg- 

»?**■?**■* 

airtin* licences, and triephane eminent has opened areas out- important domestically as it 

networks, building tell roads, r^™ ne ®JJ^“^ ven * «[“»“ ride industry that were once provides jobs, food, fori, and 
wwr atimr .tots. mdkahen that .the country u closed to the mnvate sector, such vow matwuih TnAMtrv wRT 


Export Growth 

Export Iwela torn July » April Ms 
year haw arpanod Show of #» 
pmvioufl yaw. Iri UBon* of dUan. 


The Rise of Cotton 

T)w production of conon. Pskiaian 
bfopeu cash crop, has more than 
tripled in eight years. In mHon of 
bales. 


oper a t ing ports. 

An industrial power 
off title fixture . 

Pakistan has a labour force of 
32 auDion. The country's quest 
to became an industrial power 
takes strength from the avaO- 
abQftyofririnedmanpowerJow 
cost, stzetegic location and a 
large consumer bass. 

■TJL Faroap, Secretary, Minis- 
tryofEodhidries, ezjdrinedthaf 
“Pakistan afifers acompeditive 
advantage in terms of local 
costs,read estate pricesbere are 


“open far business’*. 


dosed tothe p riv a te se ct or, such raw materials, hodusby will 
as tefacammumcBtions, hi^bt- become more important in the 
ways, power, gas, shipping, air- export sector. 





Foreign Exchange Handling Has 


of three Government agencies 
to raise loans abroad, they can 
nownegotiate these themselves^ 


v ^7<. 


Pak Arab Fertiliser 


TbereV a welcome, change is not as yet fully eoavertibls, 
ami a pleasant aurp rfa e for anyonm^buyfarrigneummey 
those wfap» espeoieteoed the in. the open market with Ru- 
old tirusOBM proeeduree of pees and use it to opsnfozeign 
foreign so r n han gp han^ffing currency acoounta tomaka psy- 
in Palriatan. ! . *’ trontsloctdly or abroad. f 


and merely infarm the State * - Am 

^ forma tmil A ”“8®. °* ^Pr 


Bank of tlm teams and condi- 
tions agreed. 


rives has alro been introduced. 
The need f ez- imp ort Kcenaes for 


Imp orters can approach banks items on the free list has been 
firod3y toopenalineofczediL abolished. A thrae-year tax 


Mu Ran 


Priva ti sa tio n — rteeI iniIls ' BDd en « inoerin 8 
Return To . _ , 

w Investors are being offered 

Dynamism p«ts, power grids and telecom- 

municatiflua. Whole telephone 


Prime Minister Nawaz Sharif s T. Z. Farooqi, Secretary, hEnis- 


SXXlXSSS ^ilS55Srj£ .^ naw g overnment n^.rillL.op^priva* 

qwcklf moved to i^urnan bidders local or from overseas 


mmm 
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signers could faddforaign cur- 

■_ -- M, 


* sweeping measures have 

’ hron^hxitlwfaei^ttiBtnay^ 

cmscanliro^ofop^iatt^^ 
9 V * acoount ih pakirtan, - with - 


1 these" 

! pears as a porter at a'Karachi 
r BankrTcucarihpCT T^g^ 
‘ accoonthsre -free 

; control i^aptaxw* 

» questions «w a*sd 
J mum of fluids. .> 

* Altboq^thePridrtatd Rupee 


^^^^3saaaasaSE&HwMHi!i«s 


It otplainsthatlood borrowing 


tel needs of foreign contacted 
manufacturers have been en- 
hanced. lim- 
its on local 

borrowings, 
for export 
oriented en- 
terprise s 
tenwbeenrer 
m o v »4 
JWwroeam- 


eftaty needed 
ftwapprovol 


x . . T « ~T, ? ngDOD OK OIIU wu 

employed in Pakistan are no thisafuDyocnvurtOdeqntei^ Allied Bank and five othere 




SOp^antofftarMtincome. ^ NlwMG<nn ^ m dHajbB m k»31b e «Jd.ff * ^ n in oth^ T 

^ taking in due course. trades , mr. qaair expunnea . 

these rascal tJamae d flfflwr Tndy exciting times 

.steps, has |Qq rrrri faa Foreign industiy analysts are 

created an 


Now A Positive Climate 
For Foreign Investment 

As part of its bold, decisive eco- (Multilateral Investment 
nomic reforms, the new Gov- Guarantee Agamy}, an affiH- 
ernment has done away with ate of the World Rnnfr in col- 
obstadestosmootiithcwayfor laborsticm with othw bifierna- 
forrigu investment. tioual agendes is organising 

t- u™— « __ ___ this three day international 

2S^mSdft!S>region. fc Ak P a } 

Such are the aims afthe Nawaz 

SbarifGamrmiiant audit is fast to 

headad to attain its objectives. JWdrty stodies are already 
On January 5, 1991, the Prime nnaer wa ^‘ 

Minister deregulated a wide Emphasis will be put oc some 
range of industries to the 50 industries, in rinding elec- 
amazement and pleasure of lo- trcmka.fiBrtiliBareandphanna- 
cal business and financial araticals, that ore deemed to be 
drdea. of interest to foreign holders of 

A first, and radical move was **!**•!■ . 
the deregulation of the indue- The open-door Investment 
trial sanctionin g pro cedure, policy now extends to hitherto 
Now, fiarign investors can Ub- non-tradi tiona] areas: the 
cralty invest and become in- power, transportation and 
volved in any industry, barring communications sectors. Pri- 
aras, armaments, mqdoriym, vateirrwestors are invited to bid 
currency and security printing for airiine and air charter K- 
radioactive m atari ri, alcohol ce n css In direct competition to 
(except for industrial use). They the Hag carrier, Pakistan In- 
can build plants of any size, tematkmal Airlines CP1A3- 
anywherewith any sponsor and __ , “ - 

without Government approvaL ‘We welcome propowh. from 

developers interested in con- 
Ifce present Government has atencting toil roads", says an 
addedtoits ongoing progr amm e lalamshad official referring to 
to improve every facet of the plans far theconstructlon of the 
natinn'Bindustrial set op. There 300 Km . four-lane toil highway 
are plans to establish the Paki- between Lahore and Islamabad, 
stan Quality Control and Stan- „ 

dard Authority to upgrade de- ™ n *“™Y es *??®roni Enropo. 
sign, production, and diatribn- ^ “ d ^ 

tionof exporta. TheGoswnment ***** ?° ^ ^ 

wiD also partly fand training thm new favcon^ble investment 
institntions along with the pri- rifanata. 
vate sector to improve labour Adstegatkm from the giant Ko- 
and management productivity rean Oaowoo Corporation has 
in the areas of garment, engi- visited Islamabad, and contacts 
neering, carpet manufacturing have been established with 
and fisheries. Japanese automobile and engi- 

Woridwideawareness created taring roimerns . The Com- 

mon wealth Secretariat in Lon- 
To initiate wraidwida aware- dan and CIDA (Canadian In- 
ness ofPalristan'shid to attract temational Development 
foreign investors, tbs Finance Agency) have also indicated 
Mi nis try is sponsoring an In- their keenesa. 
vestment Promotion Cooftrenee -Ouro is now the most advanced 
Contention m Islamabad in open policyin the workT, claims 


Novmnbcr this year. 


a proud spokesman for the FI- 


The World Bank and MIGA nance Ministry in Islamabad. 


.steps, nas |AA Foreign industry analysts are I — 

c T e “ t f d ...“ n _ impressed with the Programme with industry, 

ital wii- The privatisation programme Government's efficient ap- labour and government leaders 
mmtci inmte extends to some ten areas en- p roach to the privatisation in Wawhing t^ pnd IglAmpbad, 
m Pakistan, compassing state-owned enter- programme. Steven Stockier, he pointed oat that Pakis tan 
' . h prises dealing with cotton and Senior Manager of Price had “shortcut the process, " 
* rice exports, bakeries (the Rots Waterhouse's Transportation spending less time than other 
Corporation), darified butter, ra d Utilities Group called it countries in studying and re- 
cheuueaiis, ceramics, cement, “amazing. " Speaking on structuring companies before 
fortffisera, energy, eutomobiks, Woridnet's Satellite Dialogue selling them off! 


For farther infornwtioo, cootact 
Abdul Rauf Malik, Deputy Secretary, 
Mnistry of Indostri<a, Root 139,Bkx± A, 
Paktesn SecRtoriat, Idbnatbad, Priddaa. 
Teh 92-51-822314 
foe 9^61-825430 
Tbc 6774 MIMD PK 


Pakistan Steel. Karachi 


•. '» v " . 
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FINANCIAL TIMES WEDNESDAY JUNE 12 19 9 : U 


CAZMSTBOPOlJTAIN,hK. 

NOTICE OF MEETING OF HOLDERS OF DEBENTURES 


motto' fS HEREBY CfVEN an behalf of Cue M&togotitain, inc. (the “Company") dial there will be a general meetiogofthehtdOetsoCtiie 1 1% 
rMwniures due December I 1997. rhe I IVj% Debentures due November 13, lOOSTtln |QW% Debentures due December 15, 2006 (collecti*ei]r, (he 
^TaMd^an Series Debcntu res"! Ibe I4 VjW Debentures due December 1, 1992, the 13Wb Debentures due October 3 1, 1994 udtteiOttftDebenmrcs doe 
KSTh mgs /mllecfivcfv (be "European Series Debentures") (the Canadian Series Debentures and the European Series Debentures being herein 
rrSSiveJ v referred to as the “Debentures") or the Company issued under a trust indenture, dated as of July IS, 1982, as supplemented by seven 
mKSfSS iKUtmuS all executed between the Company and Li Cdmpagnie de Ftduw Ctaa^.PenDaneaijnow roheedby Montreal Tro* 

SS^wjMasraara 

lOOoXm. iMorrjreal time) The mceiing will also coMMute 8 serial meeting of the holders of cadi senes or Debentures, withm the meaning of the 
onivisiaiu of the Trust Indenture, since each series a differently affected. The meeting and the serial meetings are called for the purpose of considering and, 
if deemed advisable, passing, as an Extraordinary RaoJuwn pursuant to the provisions of Ibe Trust Indenture; a rtsoltrtKW for the IbUomn* purposes, 
namely: 

1 . To approve the transfer of substantially all of the business and assets of the Company to Gaz M6troponlaio and Company, Limited Ptttnenbip 
(“GMi Partnership”!. 

2. To increase the interest rate payable on all outstanding Debentures of the Company by Vi of 1% per annum effective at the date of the above 
mentioned transfer. 

3. To restate and supplement the T rust Indenture in the following summarized manner: 

(a) by making GMi Partnership a party thereto to guarantee payment of principal of and interest on the Debentures; 

n.) hy crtaiinr a fixed and specific charge of second rank on the Company’s lines and gas system as they win exist at the date of the above memkmed 
transfer and a Boating charge on ail other assets of ibe Company io secure the Debentures, which c harg e s will rank after the fixed and floating 
charges securing the Fust Mortgage Bonds of the Company. 

ic) bv replacing the existing covenants of the Company with respect to (i) negative pledge, (u) the issue of additional Funded Debt, (51) the 
distributions to shareholder! and (iv) the sale of assets, by Joint covenants of Uie Company and GMi Partnership significantly to the same effect 
with respect lo GMi Partnership as those contained in the Trust Indenture; 

(dj by adding new covenants to the following effecc 

fit subject to certain exceptions, the Company jwill not engage in any activity or carry on any business and will not acquire any property, 
securities or assets ofany Peraon other than GMi Partncixhip, except for its activity or business » general partner of GMi Partnership, the 
management of in property and assets and the property and assets owned or held by Noveroo Inc. prior to its amalpntttiOR with the 
Company. 

(ii) the only additional Debt that the Company will be entitled to issue, assume or guarantee will be Debt that will have to be used for the 
purposes of GMi Partnership and Subordinated Debentures, subject to certain exceptions; 

tiii) the Company wifi not issue any additional series ofFirrt Mortgage Bonds; 

tivt any change of the general partner and any disposition by the Compunyofany or all of its interests io the shares in GMi Partnership will have 
to be approved by an Extraordinary Resolution of Ok holders of Secured Debentures; and 
(v) GMi Partnership will not cany on any activities other than activities in the energy sector which aw regulated by a regulatory authority and 
Non-Regulatcd Gas Activities. GMi Partnership win not be entitled to in c rease us Interests in Nbn-Regnhied Gas Activities if after giving 
effect thereto the aggregate amount of the Interests of GMi Partnership in Noo-ReguJated Gas Activities would exceed au amount equal to 
10 % of its assets. 

For more details regarding such new covenants, reference is nude to subheadings “Covenants of GMT and “Covenants of GMi and GMi 
Partnership" under the holding “Security and Covenants of Long Term Debt After Giving Effect in the Reorganization — Second Rank Trust 
Deed" in the Statement in Respect of the Reorganization of Gaz MtlropoUtsia, inc., copy of which is sent to each bolder of registered 
Debentures and copies of which may be obtained from the Trustee, from The Law Debenture Tins! Corporation p.Lc. or from any Paying Agent 
mentioned betow. 

4. To ewili"" • hl " ,hr 1 1 «•* Debentures due November 1 5. 2003 and the 10»% Debentures due December 15. 2006 will be no longer redeemable prior 
to maturity. 

3 To authorize and direct the Trustee to enter into with tbe Company any deeds supplemental to Ibe Trust Indenture in such form and with such 
additions or alterations as counsel may advise are necessary or deniable to give effect to the provisions of the Extraordinary Resolution and to 
execute all such other documents and do all such other things as may be necessary or advisable for tbe purpose of canying out ana giving effect to tbe 
provisions of Ibe Extraordinary Resolution. 

This notice is given at the Company's request pursuant to tbe provis io ns of the Trust Indenture to the intent that any Extraordinary Resolution 
passed at the said meetings or any adjournment thereof sball, if passed m accordance with the provisions contained in the Trust Indenture In that behalf, be 
binding upon aD the holders of Debentures, whether presen t or absent at such meetings or any adjournment thereof, and the Trustee (subject to tbe 
proTmcmi for its indemnity contained in tbe Trust Indenture) shall be bound to give dftet thereto accordingly, and to the Ember intent that in considering 
pnTlAir patting any n-mlmiaii- extraordinary or mhawac. andb meeting may modify, amend, chance, amplify, add to or omit any of the maoera and ihian 
herein before specified, it being stipulated that tbe foregoing docs not purport to set out tbe terms of any resolution or resolutions to be proposed at the 
meetings, but only lo state btiimy the general nature of me busmens to be transacted ibcreaL 

At the general meeting, the quorum shall consst ofbolden of Debentures present in person or by proxy and representing more than 50% in principal 
amount of tbe outstanding Debentures. In the event of such quorum not being present within 30 mmutes after the time appointed fin- the meeting, the 
meeting may be adjourned to such date, being not less than 2 1 nor more than 60 days later, and to such place and time as may be fixed by tbe Chairman. Not 
less than 10 days' notice stall be given of the time, the pbcc of tbe adjourned meeting and the date to which such meeting is adjourned in the manner 
provided in the Trust Indenture. At such adjourned meeting the quorum shall comirtorthc holders of Debentures then present in person or by proxy. 

At a serial meeting, tbe quorum shall consist of holders of Debentures present in person or by proxy and representing more than 50% in principal 
amount of the series of D eb e n t ure s outstanding; In the event of such quorum not being present within 30 minutes after the time appointed for the meeting, 
the meeting may be adjourned to such date, being not las than 21 nor more than 60 days later, and to such place and time to be Axed by the Chairman. No< 
less than 10 days’ notice shall be given of the time and place of (he adjourned meeting m the manner provided in tbe Trust Indenture and the date to which 
such meeting k adjourned. At such adjourned meeting (he quorum shall consist of the holders of each series of Debentures then present in person or by 
proxy. 

AND NOTICE IS HEREBY FURTHER GIVEN that pursuant to the Trust Indenture the following regulations have been made for foe p u rposes of 
enabling the holders of unregistered Debentures to be present and vote at the meeting and the serial meetings and any adjournment thereof without 
producing ibeir Debentures and of enabling them and the holders of registered Debentures to be represented and vote at such meetings and any 
adjournment thereof by proxy and of lodging such proxies at some {dace or paces other than the place where the meetings are to be bdd; 

(a) Holders of Debentures may vote in person or by proxy at the meeting and the serial meetings or any adjournment thereof and a proxy need not 
be a holder of Debentures. 

(b) The bolder of on unre g istered Can a dian Series Debenture may deposit the rame with the Trustee, at any of the offices of the Trustee m ent i o ned 
below, and the holder of an unregistered European Series Debenture may deposhthe same at any of the offices of any Paying Agent listed bdow, 
which will issue a certificate of deposit in rcqieci of such Debenture; and any poson producing at the meeting and the serial meetings or any 


meeting may be adioomen to suen date, Dcing ikh ten man c i nor more man ou nays taxer, ana to sucn pace ana tunc as mar oenxeaoy me ure n Mn.nm 
ess than 10 days' notice shall be given of the time, the place of the adjourned meeting and the date to which such meeting is adjourned in the manner 
provided in the Trust Indenture. At such adjourned meeting the quorum shall coonstoithc boWeis of Debentures then present in person or by proxy. 


adjournment thereof such a certificate of deposit in his favour, signed by or on behalf of the Trustee ora Paying Agent, ar depositing such 
certificates with an instrument appointing him proxy, in form and terms and as to signature satisfactory to the Trustee, signed by the person 
named in such certibcate. shall be entitled to be present and vote at such meetings and any adjournment thereof! 

(c) The holder of a registered Debenture may by aainstnanatt io writing in ibnn and terms and as to rig mw eaarisfiKtoty to Ibe Trustee appoint 
any person as his proxy to vote for him at the meeting and tbe aerial meetings and any adjournment thereof! 

(d) A proxy should not be given in favour of Montreal Trust Company of Canada. The Law Debenture Trust Corporation pic. or any of their 
officers. 

(e) A proxy may be revoked by filing with the Trustee a written notice, provided that it baa not y« been exerdsed. 

(0 Any instrument of proxy in favour of (bepenon named in such instrument (i) will be voted as specified, but ifao specification is made, win be 
voted in favour of the adoption of the Extraordinary Resolution referred to in this Notice; and (ii) win cottier atscretiotuny authority with 
respect to amendments in the matters referred to in this Notice and with respect in any other m a o e ra that may p r o p ert y come before the 
meetings. 

(g) Thedepowtofceriificataofdeporiianda»tJMmenisofprniyaiayl?cniadeaftlreincefing»oranya^ounanieniihq«»fofEriorlofl»e niee ii ngs 
or any adjournment thereof at any of the offices of Use Trustee mentioned bdow, at the offices oTThe Law Debenture Trust Corporation plexor 
at any of the offices of any Paying Agent mentioned below. 

fh) The Trustee may permit tbe forwarding afp>rtkiilaraofsu<± certificates of deposit and instruments of proxy by letter, cable, telegraph, tdex or 
telecopier before a meeting and may pcnmi Sach certificates of deposit and instruments of proxy so deposited to be voted upon as though socb 
documents themselves were produced at the meetings. 

(0 The Trustee may dispense with any such deposit and miypqmitlioltto<>n> i» ti i iti ires to make proof of ownenfaipinsudt other manner as the 
Trustee and the Company may ap prove. 

(j) Save as aforesaid the only persons who shall bo recognized a* tbe meeting and the serial meetings or any adjournment thereof as the holders of 
Debentures or as entitled to be present and vote at toe meeting and the serial meetings or any adjournment thereof in respect thereof shall be 
persons who produce ntnegistered Debentures at such meet i n g s and the holders of registered Debentures. 

(k) Forms for deposit of Debentures, certificates ofdcposit, deposit receipts and proxies may be obtained by: 

(i) holders of Canadian Scries Debent ure s upon application to the Trustee. Montreal Trust Company of Canada (Attention: Corporate “Eras* 
Services) ai any of its following offices: 

1690 Holl is Street, IS King Street West. 1788 Scarth Street, 510 Bunard Street, 

Halifax. Nova Scotia Toronto, Ontario Rcwna. Saskatchewan Vancouver, British Columbia 

B3J 3C5 M5H1B4 S4P2GI V6C3B9 

TeL (902) 421-1333 TeL; (416) 860-5533 Tel: (306) 525-3786 TcL- (604) 661-9400 

1800 McGill Codcge, 22l Portage Avenue. 41 Avenue S.W, 53 King Sheet, 

Montreal, Quebec Winnipeg, Manitoba Cajganr, Alberta St John, New Brunswick 

H3A3K9 R3B2A6 T2P1E7 E2L1G5 

TeL- (514) 982-721 3 TeL (204)9434)451 TeL (403) 267-6800 TcL (506) 632-2141 

(ii) holders of European Series Debentures upon application to The Law Debenture Trust Corporation pJjl Princes House, 95 Gresham 
Street. London, EC2V 7LY, England, atL David Norris or Robin Baker, tcL 071-606 5451, Fax-- 071-606 0643, or to any Paying Agent 


Street. London, EC2V 7LY, England, atL David Norris or Robin Baker, teL 071-606 5451, 
listed below: 


: 071-606 0643, or to any Paying Agent 


Cb radian Imperial Bank of Commerce, 
1 155 Rcofc-Lfevesque Blwd. West 
Montreal, Quebec 
HJC3B2 

All,: R. G. Wisfaart 
TeL 514-875-6246 

Canadian Imperial Bank or Commerce, 

Cottons Centre 

Cottons Lane 

London SEl 2QL 

England 

Ail Dee Franklin 
TeL 44-71-234-6148 

Sutfiete G6n6rafe Afncfcnne de Banque, 
1 5 Avenue Emile Reuter 
Luxembourg 
All.; Michel Becker 
TcL 352-47-93-1 1-292 


Commerzbank Akti c n g Bs eflschaft. 

New Maimer Shasac32-36 
ELGOOG Frankfurt 

Germany 

AtL Reinhardt Fischer 
TcL 49-69-1362-2978 
Krediettaak N.V„ 

•Arenborgst iaa t 7 
B-1000 Breads 

Belgium 

AtL Stefan Kissd 
TeL 32-2-517-5122 

Baoquc Intcroationalei Luxembourg &A, 
2 Boulevard Royal 
■ Luxembourg 
AtL Annasnd Gloct 
TcL 352-4590-42-14 


14 Place VendAme 
Paris 75001 France 
AtL Mare Aubert 
TeL 33-1-40-15-4178 


Tbe Trustee reserves the right to modify, alter, vary or amend these regulations. 

Any term defined, in the above mentioned Statement in Respect of the Reorganization of Gaz MftropoHtain, fare, is used hereto as therein defined 
unless then: is an indication to the contrary. 

DATED at Montreal. Quebec, this 12th day of June, 1991. 

MONTREAL TRUST COMPANY OF CANADA 
Trustee 


INTERMIX 

International Me^pcan BanMld 

FINANCIAL HIGHLIGHTS 


London 

29 Gresham Street 
London, EC2V7ES 
Telephone 071 600 0880 
Telefax 071 600 9891 

Mexico City 
Rio Tiber, 110 
Mexico D.FQ6500 
Telephone 533 1805 
Telefax 525 0558 


£ in Million 

Operating Profit 
(before Provisions and Tax) 
Net Profit 

Shareholders' Equity 
Total Assets 

Ratios {%) 

Return on Equity 
Return on Average Assets 
Fees on Revenue 
BIS Ratio 


Year to: March 1991 March 1990 


Asset Trading * Trade Finance • Cross Border Investment • Maquiladoras 


INTERNATIONAL COMPANIES AND FINANCE 


Citicorp wins appeal of 
Fed’s veto on insurance 


By Nikki TaR in New York 

EFFORTS by OS commercial 
hanira to gain entry into the 
insurance market took a step 
forward when an appeals court 
in Manhattan overturned a 
Federal Reserve Board order 
barring them from underwrit- 
ing and selling insurance 
nationwide. 

In tbe absence of any further 
legal challenge, yesterday’s 
decision would let stand a 
Delaware state law which per- 
mits banks to sell Insurance on 
a national basis out of their 
subsidiaries in the state. The 
Delaware law was passed In 
1990, and several banks - 
which had long sought access 
to the Insurance market - 
were quick to express Interest 
in possibilities opened by the 
new statute. 


Under tbe Delaware legisla- 
tion, assets, liabilities and 
records of an Insurance unit 
must be kepi separate from 
those of the affiliated bank and 
banks are limited to investing 
no . more than 25 per cent of 
their total capital, surplus and 
profit in insurance operations. 
A companion banking bDl lim- 
its banks’ marketing activities 
to residents of Delaware. 

The legislation brought an 
angry response from the Insur- 
ance industry and some mem- 
bers of Congress. 

The Fed made its prohibitive 
ruling specifically in tbe con- 
text of Citicorp, the largest 
commercial bank in tbe US, 
and its Delaware-based affili- 
ate, Family Guardian Life 
Insurance. Family Guardian 


had moved speedily to under 
write insurance when the Dela- 
ware law was enacted, but hi 
September the Fed curtailed 
this activity. Citicorp then 


Yesterday, Citicorp said ft 
was “fairly pleased” with the 
appeal court decision, but it 
acknowledged that the Fed 
could now take the case to the 
Supreme Court for a further 
ruling. 

The Fed declined to com- 
ment, saying that Che matter 
had yet to be discussed inter- 
nally. 

The American Insurance 
Association hit out strongly at 
the describing it as 

“shocking". It said it would 
support any move to seek a 
Supreme Court ruling. 


Microsoft upgrades PC system 


By Louise Kehoe In San Francisco 


MICROSOFT, the leading 
publisher of personal computer 
software, yesterday launched a 
significantly upgraded version 
of its disk operating system for 
personal computers. The sys- 
tem is used on an estimated 
60m personal computers world- 
wide. 

Microsoft said that more 
than 130 personal computer 
manufacturers, which together 
represented nearly 90 per cent 
of the DOS-based personal 
computers shipped last year, 
have already licensed the 
upgraded system program, 
called MS-DOS 5, for use on 
their products. The new pro- 
gram is available from many 
manrrifar h m mf immediately. 

Analysts predicted that sales 


of MS-DOS 5 could boost Micro- 
soft's revenues by up to S200m 
in Us first full year of shipping. 
Microsoft's revenues were 
$U8bn in fiscal 1990, ending 
June 30 1990. 

Tbe company's sales are 
expected to hit gLSbn in tbe 
current fiscal year. 

Important features of tbe 
new operating system program 
include improved memory 
management, which frees more 
of memory capacity fix' appli- 
cations programs and data. 

New ease-of-use features 
include “help screens” and 
facilities that enable a user to 
switch more easily between dif- 
ferent application programs 
and retrieve files that have 
accidentally been erased. 


MacMillan seeks C$151m 
for capital spending plan 


By Robert Gibbons in Montreal 


MACMILLAN BLOEDEL, the 
forest products arm of the big 
Noranda resource group, is 
raising CJ151m (USSIXLSm) of 
new equity to help finance its 
1991-92 capital spending 
programme. 

MariMillan is selling 7.2m 
treasury shares at C$21 a share 
to an underwriting group led 
by RBC Dominion Securities. 
The issue win be completed by 
July 3. Its stock closed on Mon- 
day at around C$22, dose to its 
52-week high. 

Tbe company is pairing mar- 
ginal operations in western 


Canada and shifting towards 
higher-value products. How- 
ever, modernisation of its mms 
will boost capital spending. 

MacMillan nas suffered from 
the long recession in North 
American pulp, newsprint and 
timber markets, but Us profits 
have shown more resilience 
than most companies in the 
industry. 

hi the first quarter, it earned 
C£L8m or just enough to cover 
preferred dividends, against 
C$3Qm or 28 cents a share a 
year earlier. Sales declined to 
C$677m from C$781m, 


Amex to seek approval 
for extra hour of trading 

By Patrick Harverson in New York 


THE American Stock 
Exchange revealed yesterday 
that it would seek approval 
from the Securities and 
Exchange Commission, the US 
watchdog; for a plan to extend 
trading for an extra hour each 
day. 

Although exact details have 
yet to be finalised, Mr James 
Jones, chairman of (he Amex, 
said yesterday that trading 
would probably be extended for 
an min i hour each day after 
the nffjrfal 4 pm close. Inves- 
tors’ buy and sell orders would 
be crossed at the end of tbe 


session based on the 4pm dos- 
ing price. 

The Amex proposal comes 
on the heels of a similar plan 
for late trading at the New 
York Stock Exchange, which 
the SEC approved last month. 
Late trading at the NYSE is 
scheduled to begin tomorrow 
in two separate sessions 
between 4pm and 5.15pm. 

Both the NYSE and the 
Amex are responding to a 
growing demand from Inves- 
tors, particularly institutions, 
for the opportunity to trade US 
stocks later in the day. 


/y^aBank 

Australia and New Zealand 
Banking Group Limited 

A*CN.005 357 522 

(Incorporated with limited liability fa &e State of Victoria) 

U.S. $200,000,000 

Hosting Rate Notes due 1994 

Notice is hereby given that for die Interest Period 10th June, 1991 to 
10th September, 1991 the Notes will carry a Rate of Interest 
of 6 it ■ per cent, pet annum with an Amount of Interest of 
U.S. $164-51 per U.S. $10,000 Note. The relevant Interest 
Faymenr Date will be 10th September. 1991. : 


I Bankers Trust 
I Company, London 


Agent Bank 


' U7sT $500,000,000 

CmCORPG 

SutxjnSnated Bank Adjustable Note Capital Socuritios 
BANCS 

*? Ihe Rote of foterert fms been Wot 

Pay- 

June 12, 1991. London — 

^ By: Crfetmk hU(CSSI Dept j. Agent Bonk CITIBAN<€> . 


U.S. $150,000,000 
First Interstate Overseas N.V. 

Guaranteed floating Rata 
Sutonfinawd Notes Due 1895 

quwnwWa »J afton fcarafl tob 

f&Fkst Interstate Banco® 

tms Rue 63125% per annum 

fenmstatad l&h Jim l»t 

ittiSapUftibw 1991 

nmnAroauftipn’ 

U&4100M Nrardu. 

into Stpwnber 1991 U&S1B1.32 

CndiMwIM feme UMtad 


To lhe Holders of 

Restructured QbBgaflons Backed 
by Senior Assets, 8.V. 
Pursuant to the Indenture dated 
May 1, 1990, as amended and re- 
stored as of June 15, 1990, between 
the issuer and State Street Bank 
and Trust Company; as Trustee, 
notice Is hereby given thal for the 
Interest Accrual Period June 10, 
1991 to September 9.' 1991. the rates 
applicable to the Secured Senior 


Floating Rate Notes and Secured 
Senior Subordinated Floating Rate 
Notes are ft 4875% and 69375%, 
respectively 


“The PC industry has flour- 
ished over tbe past 10 years 
because of MS-DOS and the 
support it has had from PC 
manufacturers, software devel- 
opers and PC users world- 
wide," said Mr Bill Gates, 
chflinrem and chid! executive 
of Microsoft. 

"With the overwhelming 
commitment of PC manufac- 
turers and the record numbers 
of orders placed for the MS- 
DOS 5 Upgrade, we believe this 
is the largest initial demand in 
history we’ve seen for a PC 
software product," he said. 

To meet the needs of current 
users of earlier versions of MS- 
DOS, Microsoft will make an 
upgraded version available 
through retailers for *99.95. 

Carter Hawley 
Hale losses grow 

CARTER Hawley Hate, the US 
retaiter which fited for Chapter 
11 bankruptcy protection in 
February, suffered a net loss of i 
$32.4m in the first quarter, j 
compared with a loss of $&6m j 
in Ihe same, period last year. 
Renter reports. 

Sales for tbe period to May 4 
declined to $430.1m from 
$59&Sm the previous year. 


Merger j 
creates top s 
US machine 
tool concern 


By Barbara Durr in 
Chicago j 

TWO US companies b»vc 
combined to create the cojid- 
; try’s largest machine tools d y 
cem. CUddings A Lewis, a team- 
ing automation systems maker. 
ha$ agreed to acquire Cross A 
Tracker, tbe third largest 
maker of machine tools. 

In 1990 Giddings & Lewtt. 
based In Wisconsin, record^ 
Hates of $243m. while CroBi fe 
Tracker, based in Michigan, 
had $43 Im In sales in its 1990 
Ayrat! year. , 

Cross & Tracker this year 
has been hit hard by declinfog 
sates to the automotive indus- 
try, suffering a net loss- of 
52.1m in its 1991 first half. ‘ 
Mr William Fife, chainnaiLof 
Giddings A Lewis, said toe 
products of each company 
would complement those of the 
other. He added that the com- 
bined company hoped to gab 
better access to European mar- 
kets, especially those to east- 
ern Europe. 

Cross & Tracker 1ms a manu- 
facturing plant and two service 
centres in Germany, white Gid- 
dings & Lewis has a plant in 
Arbroath. Scotland. 

Under the agreement, 
reached last Friday, Giddings 
& Lewis will acquire each com- 
mon share at Cross & Tracker 
for $2.85 in cash and &12 
shares of its own common 
stock, a transaction valued at 
$5.70 per common share, of 5 a 
total of about $7lm. 

fa addition. Cross & Track- 
er's Sales A convertible pre- 
ferred stock will be assumed 
by Giddings & Lewis. The deal 
is still subject to approval >y 
the board m directors of Cross 
& Tracker and the sharehold- 
ers of both firms. r 

• Nippon Telegraph and Tele- 
phone, the Japanese telecom- 
munications utility, yesterday 
announced plans to establish a 
subsidiary in Germany, APrBJ 
reports from Tokyo. 

NTT said it was opening the 
subsidiary in an effort to keep 
pace with rapid changes in -the 
European telecommunications 
industry. 

The new company, NTT 
Deutschland, will be based ^ 
DusseidorL 


U.S. $100,000,000 



Allied Irish Banks pic 

Floating Rate Notes Due 1995 
Subordinated as to payment of principal 
and interest 


Interest Rate 

6.5625% per annum 

» 

Interest Period 

12th June 1991 

12th December 1991 

* 

• 

i 

Interest Amount per 
US. $10,000 Note due 


f 

! 

t 

12th December 1991 

US. $33358 




Credit Suisse First Boston Limited 

Agent 


U.S. $600,000,000 



Malaysia 

Floating Rate Notes Due 20 09 

Interest Rate 6.5625% per annum 


Interest Rate 
Interest Period 

Interest Amount per 
U.S. $10,000 Note due 
12th December 1991 


12th June 1991 
12th December 1991 


U.S.$33a59 


Credit Suisse First Boston r Jnri tcd 


U.S. $100,000,000 

gw 

Great Western Financial 
Corporation 

Floating Rate Notes Due 1995 


Interest Rate 
interest Period 


6J375% per annum 


(merest Renod 12thJune199t 

12th September 1991 

Interest Amount per 

US, $60X100 Note due 

12tfi September 1991 UjS. $81458 

Credit Suisse First Boston Limited 
Age« 
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X »; ^ mCOM PAWES AND FINANCE 

^hfeupiaS Telecom NZ TN J sha i“ Inger 
nveils flotation details onfearsfor build 


’ ' * ' 
i.r 

Vi*. 

_ '*wf 1 •- . 

• — . . <*■, 

:: F-S' 

'■s ... ‘*^i- • 


Bjf Terry>WF £V W^Kngtorr ■ 

TkLB^Mfajrpioratirai of New ■ 
Zealand,, yfisterdayamtotmced 
a better than forec^ aanital. 
profit of NZ$332m (BSimnl 
hoars befoxe reteasiflg details 
of Us public flotstfioiu .The : 
aanpany, ' which i* owned by 
™ShBah«dlBdl AtianSc^is, 
imerine W; per -edit 'cf its'. 



N&W^- Yealaiid-based 
r and it win rank as 
largBstonthe^ New: 


y^d iei*^aBEhge. wtenLtf is; 
XsTbe first Jnstatafint of 430m 

^ares^.ICrWtag:-: mp&r 


. company «r the New' Yarik 


;pf the Instalment, 

1 140m shares' have , been 
^ uuiMmltten by New Zealand 
jtifttttntioiM end will be offered 
^Ipbaliy at between tiZ$L8Grand 

^ Of the remaining 8ha^es, 7*n 
Ajne^g • 

' Canada/ ' -~- v - 
Tfae tort 'instalment will, 
between- NZ$756m uod 
: 3gZ$846ia for the - American- 
limners. who paid *B5$4^5bn, 
“or NZSL81 > share, for. the-, 
company last yeaf. 

■ “/* Asked about the prospect of 

fli] i-L— ; i-1 L-L- : — : 

jt!? : . ••/ - 


making a profit on this 
tranche. Mr Tom;. Bums, 

ttifaiytrim .rtf BdT. AtbwH^ awtf 

Awerttech In Now : Zealand, 
said he beltered the. price paid 
fat- the shares last year was 
lair. *1 feel, even better about 
thededSanaftortoday’s profit 
amKTOSMriwnt aud forecasts,” 

- be smdJ - > 

T^^sae fe being priced at a 

price -iqultiple of ix^ween 1A£ 
. arrf^frtfmww ^wiTTifngK ^ which 

fe/lesslhan the International 
vSiy^rr ag e v - . ; for 
-teSacsrammuikationa companies 
-flfl £5. *-* t'-.- 

:: - TelecomNew Zealand’ 

; ; M in n^ed^Emgs to NZ$HHni 
for the y&a to March at, 
on revenuS^ of NZ$2, 700m, 
against;; NZ$2 ,432m, ", The 
total renfesents earnings per 
share- afcsrf cents, against 13 
. seats,' y/i'j .- ' . 

.^Hmj&vfSend yield will be 
between 4^5 P«r cent and 12, 
per cent,' aod the 78 par cent 
'■payout wt&cost the company 
NZ$307nt_t As the shares 

- winfah^ fohftztatloil towfifai for 
New Zealand residents, they 
'are eqoalfo a pre-tax dividend 
. yidd <rf».7 to WA per cent. 

■ Bell Atlantic and Amerttech 
are- committed to selling at 
feast NZfSOfen worth of shares 

. to New Zealand investors. 

■ Telecom New Zealand's 


profit increase, of 29 per cent 
on last year's NZ$267m,' was 
better than the forecast 
improvement of about 943m. 

The chairman, Mr Peter 
Shirt cliffe, said revenue 
increases had come mainly 
from growth in International 
businesses, which rose 11 per 
cent; from higher earnings 
foom directories, up 31 per 
emit; and new ventures such as 
cellular phones. 

After Hong Kong, New 
Zealand had the highest 
penetration of crfiwiar p hrmps 
in the worid. 

Operating expenses rose 
mazgmally from N^L74bn to 
NZ$L79bn, w hile depredation 
rose from NZ$389.9m to 
NZ$444.Sm due to the 
company’s capital expenditure 
programme. Capital spending 
was .NZ|749m, against 
NZ$770m. Interest expenses 
were NZ$lS5Am, and tax was 
NZR45Am. 

Dr : Peter Troughton, 
managing director, said the 
improved pe rf ormance was doe 
to the modemisatlon of the 
network and the ideas on 
high-quality customer service. 

The balance sheet showed 
total assets ait NZ$4. 7ibn, 
compared with NZ$A19im last 
time and shareholders’ funds 
at NZ$2£9bu, compared with 
NZ$2.46tm). 


^Urline finalises sell-off plans 


^ByGrogHutcblnsonfnManila 


^FHE Philippine government 
" ^Jfesterttay ndsedits Mmlt on 
^foreign ownership' of the 
‘^varisedrPhiliBpliifi a<r»n«» 
ifi 40 per-oiBtJm 35per cent. 
^Cr Felicfono Belmcmte, the 

■ (aWfap ’ii ■ whfl mflde 

the announcement, also said, 
-the - long-awaited . sale 
ifltQB p ectus woukl be ready for 
■’jfeatribution- to interested 
i-ftyers . nt ^ the rad of-- ^this 
-ftwirth. . 

.Philippine 1 Airlines t . 

'Recording to Ifr Bdmonte, 
expected te lrae USS2Tm 
j-thia year dne to heavy losses 
p'tom its. domestic opoatioBL 
following . a ;$54m net ‘ Joss 


[finance for Danish .. - 
| Industry InteniatioRal : - 

! sX : 

i Yen 5,000,000,000 . j, 

\ Guaranteed notes- 

; . due 1994" 5"; 

• Notice is hereby given tftarfor 
! the interestperiod 12£me, 19QJ 

t to 12 December. 19QlJbKnot& \ 
J will carry art Interest Rate of j 
■ 7.0S% per amam- latBrest pay- 
\ -able on 12 Decen fb eri l99i alU i 

* amount to Yea 3L534.-6S8 per 
, Yea mOOaOOOnote. 

^ Agent’Moipm Goaraaiy 
! Trust Company 


for the year ended Iforch Sl, 
1S9L • ■ 

- The airline’s privatisation 
Involves an oner of 800m 
shares, .equivalent to 80 
per eent of total equity, to 
private .investors .this 
September. ‘ . 

- A lot of 400m shares would 
be- available to -a foreign 
buyer i - while another 400m 
-would, he for domestic 
tnwtori, including 50m 
shares . that - would be 
earmarked for. employees of 
Hie airifae ’ 

However, those interested in 
- takidg part in the auction of 89 
per cent of the airline must 


present a package already 
involving the fawtg n and local 
partners as one buying entity, 
Mr tMmnwttt said. 

N orthwest Airitoes of the US 
has expressed interest in 
tairi"g part In a consortium 
being organised by the 
Philippine International 
Commercial Bank fPCIB), 
a leading Philippine 
.bank. 

Another potential buyer is 
Banahaw International 
Management Oarp (HIMACOR), 
a Manila-based consortimn 
which is backed by a 
group of Philippine Airlines 
pilots. 


Aokl declines to Y11.9bn 


i] JPMorgan 


By Emflur Terazono to Tokyo 

AOKI ' 1 - Corporation, this 
Japanese construction com- 
pany which owns Westih : 
Hotels and Besorts, announced 
a 39.7 per cent fall in consofi- 
dated pretax profits to YlLSbn 
(9858110) for toe business year 
fo March 198L .• 

The company blamed the 
. sbarp feH m earnings cm star 
glsh oversees real estate mar- 
kets. especially in the US. On a 
non-consoEdated basis, the 
compaigr haS recently repigted . 
a &8' per bent , rise in pre-tax 
Pfcflts to_Y155bn. 

Consolidated sales fell 0.5 
per centTo Y4te.Ibn, while 
after-tax profits . plummeted : 
57,8 per -cent to Y$5hn on 
losses to ils US subsidiary. 

Sales to Aoki*s real estate. 
Iguiheto plunged 90.7 per cent 


to YB-lbn. while its other 
operations showed . . strong 
: growth. Mm in ■ construction 
rose 27 J. per cent to Y3295bn; 
shipping lines rose 122 per 
cent to YSiJbn; and hotels rose 
122 per cent to YBOAbn. 

■ The company said that Wes- 
tin, which operates 87 hotels to 
II countries, posted strong 
results despite the recession to 
the US. Operating profits rose 6 
percenL 

. Anki, famous for its exten- 
sfvie overseas investments, said 
overseas safes fell 81 pm cent 

toYUOAh n. 

" For the current year e nd in g 
March 1992, Aokl said it expec- 
ted a 26 per cent rise in pretax 
profits- to Y15bn, on a 17 
per cent rise to sales to 
Y472tm. . 


BANQUE WORMS GROUP 

1990 WAS A GOOD YEAR 


TheBoatoofDfoe&oreofBanq^ dimred by Mr Jean-Michel Bloch-Lame, met on 

Mmth 28, >1991 to ctose fife axomdste 1990^ ... 


of 58% iff gross operating income mid ^35%^ ® profits before tax and provisioos. 

Id qste of a major iocrease m prorioons (+'47% related to toe economic and stock- 
exchange atnatom at ^e^offiK jN^BmqifeVtoinfeii^ixt^t increased by. 12% to 
attain T12 .fi f nHKnn prepdi fames: 

Key^ur^forfiteperiodr. 

Banqae ’iVotnm - r • 

Eapreased in wnBintie ofFF : ,-1989 ~ 1990 89/90 % 

Net banking income 1,237 1,454 +17.5% 

Overhead fopebses.. 996 - 1,069 + 73% 


89/90% 
+ 17.5% 
+ 78% 
+ 57.7% 
.+ 35.1% 
+ 47.4% 
+ 11.9% 


Profithefcxetax and ixoviobirt 
HetptinmaB r <■ ' 


by its investment sebs kfiao es Aaner, Si^ROmec, UFI and Sofinad, increased steatSly. 
Loans to castcrafeis rf &nqi» W»^iiOT5> iittreased by 21% and represent 51% 


^ ! 


life jpoig> share ofnet oonsofidated profits amounted to 392mQBon francs, compared with 
209 mffitmmfeprevkff&period.as toe resi±dfanHjorjbcntasemprTwiskjnsfor securities. 

CopaoBdated 

ExpteaaedmmflfioflSirfFT 1989 : 1990 89/90% 

N^hHc^kfeome . . .. VS54 1,793 + 15.4% 

G^i^MWafii^iBodafe • 378 ' 482 + 27.5% 

C^ibdg^'.*:,^ - .183' 260 • . + 42.1% 

572 ! • 748 - + 30.8% 

Net pnwisfeai . . lffi - . 403 +118 % 

GnwostoeofnttfflrefilB 209 : 192 - 8.1% 


rnowsed by 33%-a^ aptosented 9% of fife axsoBdafed baianre tifeet total 



leasing unit 

By Mai* Westfield 

in Sydney 

SHAKES in TNT, the 
Australian transport 1 group, 
came under further selling 
pressure yesterday amid con- 
finning fears for Its aircraft 
leasing division and its US 
associate, America West Air- 
lines. 

The Arizona-based America 
West is seeking to defer air- 
craft lease payments. 

Hie move by America West 
will affect the revenues of 
Ansett Worldwide Aviation 
Service^ tbs aircraft leasing 
business half-owned by TNT 
and by Mr Rupert Murdoch’s 
News Corporation, because 
Ameri ca West is Its largest 
■fugle customer. 

America West teases 11 Boe- 
ing aircra ft through AWAS for 
a total monthly rental of 
U89IL3m. 

The stock yesterday dropped 
from Friday's ckwe of 88 cents 
to alow of 76 cents, with large 
lines of overseas selling 
■s»t*wg to the exit of 
shareholders. 

TNT recovered later to dose 
at 82 cents. This compares 
with the 91.52 at which it 
traded before a $89.toi loss for 
the "i"* iiMmrti* to Maxdi 31 
was announced. 

Swedish steel 
group slides 

SSAB, the Swedish 
state-controlled commercial 
steel group, announc ed y estev 

after financial items for°the 
first four mouths of the year, 
to SKrSttm ($32.7m) compared 
with SKr601m for the same 
period of 1990, writes Robert 
Taylor to Stockholm. 

The company expects profits 
to be no more than sgrMnw, 
against SKr954m last year. 


Ingersoll-Rand 
builds roads into 
eastern Europe 

I NGEBSQLL-BAND, the US obvious gateway to the eastern 
construction equipment, bloc countries, 
pumns and bearinas erouo. “Thev have some of the bta- 


I NGEBSOLL-RAND, fife US 
construction equipment, 
pumps and bearings group, 

is considering fa rther acquisi- 
tions in Germany as part of its 
preparation for the European 
Co mmuni ty's single market 
reforms, and to establish a 
springboard into eastern 

Europe. 

Mr Frederick Hadfleld, chair- 
man and chief executive of 
Ingersoll-Rand UK, said the 
group’s 1992 target of $lbn in 
European sales could be 
achieved a year early. 

Last year the company 
recorded sales of $990m In its 

Andrew Baxter on 
expansion by the 
US construction 
equipment group 

"European saved area”, which 
includes the Rfta countries wwa 
the industrialised parts of the 
Middle East and North Africa 
Total worldwide sales were 
$3.74bn. 

lugersoll-Band’s European 
galas have more thaw doubled 
since 1983 as the company 
sought to reduce its depen- 
dence on the mature US mar- 
ket Most of the rise has come 
since 1988, helped by acquisi- 
tions to France and Germany. 

Mr Hadfleld. who is responsi- 
ble for IngersoQ-Rand’s Euro- 
pean construction equipment 
activities, said the company 
hart made two important acqui- 
sitions in Germany to aHrii-paq 
its weak position to Europe's 
Strongest awn n wi y 

In 1989, Ingersoll-Rand 
bought Klemm, a highly 
regarded manufacturer of spe- 
cialised hydraulic drills. Last 
year it purchased ABG, a pav- 
ing equipment mawnfaff t u r v r . 

Mr Haiffialri aairi Ingersoll- 
Ranfl saw. Germany as the 


obvious gateway to the eastern 
bloc countries. 

“They have some of the big- 

S t companies, physically, 
1 1 have ever seen.” said Mr 
Hadfleld. “But l certainly don't 
see the need to buy lm sq ft 
and 10,000 people. It’s much 
better to build up from a 
smaller base than buy and 
have to cut down." 

Most leading construction 
equipment producers are 
looking for ways into eastern 
Germany in preparation for an 
expected construction boom, 
and US companies are keen to 
ensure they do not miss out 
The push into Germany has 
h»wi nartLculariv important far 
Ingersoll-Rand as it has been 
hit by recession in the UK and 
US. Mr Hadfleld said he 
believed Germany would con- 
tinue as Europe's strongest 
economy, despite short-term 
problems caused by ramifica- 
tion. 

IngersoR-Rand has been less 
exposed than rivals to volatil- 
ity in the construction equip- 
nimt industry. Its gas compres- 
sors and pumps are used in the 
OIL industry and in power gen- 
eratian. which often run count- 
er-cyclically to construction 
equipment 

It is in gas compressors, too, 
where Ingersoll-Rand has made 
most progress cm strengthen- 
ing its nruntinn through a stra- 
tegic aniamefl In 1987 it and 
Dresser fadimtria* of the US 
merged their struggling gas 
compressor businesses to form 
Dresser-Rand, which last year 
mw frrifa ifrMl $30m to IngeraoH- 
Rand pre-tax profits. 

The two companies are 
abOUt tO ^ormrnt lfnlra ft ntjiff 
through a pbm to mage virtu- 
ally all their worldwide pump 
interests. Hus would create a 
iwwpariy with $800m of annual 
sales, putting it to second place 
worldwide behind Ebara of 
Japan, said Mr hmIBbIH 


DECLARATION 
OF DIVIDENDS 

The following companies have declared final dividends, in South 
African currency; payable to members registered in the books of the 
companies concerned at the dose of business on 28 June 1991: 


Dividend 

PW Share 

No. 

(cents) 

17 

10 

36 

95 

43 

50 


Deelkraal Gold Minins Company Limited 
(Registration No. 74/00160/06) 
Driefontein Consolidated Limited 
(Registration No. 68/04860/06) 
Kloof Gold Mining Company Limited 
(Registration No. 64/04462/06) 


Warrants payable on 7 August 1991 wa be posted on or about 
6 August 1991. 

Standard conditions relating to the payment of dividends are 
obtainable at the share transfer offices and the London Office of the 
companies. 

Requests tor payment of the dvidends in South African currency by 
members on the United Kingdom registers must be received by the 
companies concerned on or before 28 June 1991 in accordance with 
the above-mentioned conditions. 

The registers of members of the above companies will be dosed from 
29 June to 5 July 1991, indushra. 

The following companies have not declared final dividends: 

Ooomfontetn Gold Mining Company Limited 
(Registrator No. 05/24709/06) 

Ubanon Gold Mining Company Limited 
(Registration Na 05/08381/06) 

Venterspost Gold Mining Company Unrated 
(Registration Na 05/05632/06) 

By order of the boards 
per pro GOLD FIELDS CORPORATE SERVICES LIMITED 

London Secretaries 
S. J. Dunning, Secretary 


London Office; 
Greencoat House 
Francis Street 
London, SW1P1DH 


United Kingdom Registrar; 

Bodays Regrstrars Limited 
Bourne House 
34 Beckenham Road 
Beckenham, Kent. BR3 4TU 


11 June 1991 

MEMBERS OF THE GOLD FIELDS GROUP 


11 


The Chase Manhattan Corporation 

U.S. $400,000,000 

Floating Rate Subordinated Notes due 2009 
For the three mmitw 11th June, 1991 ro 11th September, 1991 the 
Notes will cany an interest rate of 6&% per annum with a 
coupon amount ofU.S. $161.32 per U.S. $10,000 Notes, payable on 
11th September, 1991. 


Bankenlhat 
Company, London 


Agent Bank 
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Same objective. Different approaches. 
Call on Commerzbank for the right one. 


Finding the optimal solution to 
a problem often depends upon 
the perspective you take in ap- 
proaching it Especially when 
it comes to complex projects call- 
ing for tire creative skills of invest- 
ment bankers. 

Which is why more and more 
corporations, banks, government 
entities, and institutional investors 
around the world are turning to • 
Commerzbank. 


At Commerzbank, you benefit 
from the strong placing power, 
financial engineering knowhow, 
and global reach of one of Ger- 
many's major players in invest- 
ment banking. 

We offer a comprehensive 
choice of investment banking ser- 
vices. Ranging from fund-raising 
operations and M&A to asset 
management and broker/dealer 
services. 


In addition to the bank's head- 
quarters in Frankfurt you also 
have access to our international 
network of specialized investment 
banking units. In key centers such 
as New York, London. Zurich, 
Luxembourg, Paris, Amsterdam, 
Tokyo. Singapore, and Seoul. 

For an individual approach to 
your investment banking needs, 
call on Commerzbank. 


COMMERZBANK MM, 

German knowhow in global finance 


Headquarters: RO.Box 100505, 0-6000 Frankfurt 8m Main 1, Germany, ©(69) 1362-0. #(69) 285389. Telex 4152530 cbd 

International Presence: Amsterdam. Antwerp. Atlanta. Bangkok. Barcelona. Beijing. Bombay. Brussels, Budapest, Buenos Aires. Cairo. Caracas. Chicago. 
Copenhagen. Geneva, Grand Cayman, Hong Kong. Istanbul Jakarta. Johannesburg, London. Los Angeles. Luxembourg. Madrid. Manama (Bahrain), Mexico City 
Milan, Moscow, New 'fork. Osaka. Paris. Prague: Rio de Janeiro. Rotterdam. S3o Paulo. Seoul. Singapore. Sydney Tehran, Tokyo, Toronto. Warsaw: Zurich. 


BANQUE WORMS 


1 to be opened soon. 
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In theory, the value of any given number 
should be the same no matter who's giving it 
to you. But what about in practice ? 


But the value of these Treasury numbers only 
becomes apparent when you start using 
them. 


What if the number you're using comes from 
an unknown source ? Or is a trifle delayed ? 


Then it's a number that can ruin a brilliant 
trading decision. 


A truly unfortunate outcome whose complete 
prevention has always been the highest 
priority at Dow Jones and Ttelerate. 


They're live, they're attributable, and they're 
completely tradeable. There's no need to 
work the phones digging up information on 
who bid what and when. And when you set 
out to analyse the data, you’re working with 
real trading prices. 


The new Tblerate Treasury 500 package is a 
perfect example. It provides the exclusive 
delivery of Cantor Fitzgerald numbers, the 
premier pricing source for active Treasury 
issues. And now as part of the standard 
service, it includes 24 hour coverage of the 
entire scope of government securities, among 
them Off-the-Runs, live basis trading, zeros 
and agencies. 


In addition to Treasuries, we also deliver 
thousands of pages of numbers on foreign 
exchange, equities, mortgage, energy ; futures 
and options markets. 


When numbers count. Telerate can make 
yours add up to a whole lot more. 


For more information: 

In London call 44-71-583 0044 
In the US call 1-800-472 3859 Ext 200 
In Hong Kong call 852-868 2687 


Obw Jones GtoM Monnaoon 



THE RAfiDRSWTElN ESTATES GOLD MfMNG COMPANY, 
WTTWATERSIIAfCD, LISTED 
Bm& auakm Number QU002S1XK 
WESTERN AREAS GOLD UMNO COMPANY LMTBD 


EtSBUM GOLD MNMCOMMNYUHTED 
RngKtetkn Nunfcet «OO72M0 


AMeo n p t el m tieaquim a iHtmntfutteafSouttAtka 


THE MNDRMfTEM ESTATES COLD MNNG COMPANY. 
WITWATER8RAND, UNITED 
DIVIDEND 


AM Attend. Attend ranter it* c< 40 certs 
■nmcM yeer nndhg so June 1001; 

Lea dele far legHarion 
Raglans don (Ms takaM) bom 


partfam hen been dectaed ta 


Omency oomenfem daa (tar pfemn bom 
London) 

One of peymeid 


2S June MSI 
29 Jane 1981 

sjmt mi 


sAArim 

» JUiy 1981 


TO« Addend k pM* BotaiMi a ihe customy oondMom nUfe* nr ha headed* or 
obafcad bom the careen** Johomedbug tffet or bom dm London ! 

Wa LMM, B8 BWhopogett, London EC2M 3*E 


HoMmbgI alianwmMetaboaarriauM aland ton team ole node* » be pobietad by 
Ao London Secretaries to July 1881. 


fiyCMerordtoSoatf 

50HAMHE88URQ CQNBOUMTEO INVESTMENT COMPANY. UMrtlD 


per. MM. OE AUKKUEROUE 

WESTERN AREAS GOLD HUONG CONPANV UNITED 
HLSBUflG BOLD MMNG COMPANY UNITED 
NOTICE TO SHAREHOLDERS 
Tho Baade Hm dodded apon ft* Addend lor tfa eeeaidfaf of AeeanMaancW year. 


HwdOfcad fcpawd OIBM! 

CaMOUaied BuSdhg 
Rb and Hankon Sueea 
Juimaebag 20Qi 
RO.Bo» 908 JaMaabug 


L'OREAL 


SHAREHOLDERS' MEETINGS 


Tte<>*»ry Shareholder's Meeting of L'OREALSA mat on Tuesday 
way ZB. 1991, under the chairmanship of Mr. Lindsay OWEN-JONES. the 
Chairman of the Board and Chid Executive Officer. 


__~T7L~ — Business yeaneeu.ine managed tum- 

yt5 ^???^ 8nted38 ' 1 billion French francs and ttwconsobte- 
hjuiS ^ ., ^ . WB ° n French francs. The operating profit amounted 
3.4 nlwn Bench francs and the consoddated net profit, before capital 
gains and tosses, after minority interest was iZWfBon French frtncaThe 

lnTOSln » n ‘certificate and cowertble bond repesarv- 
ttd 29 French francs. 


JteSharehoHara’ Meeting decided loc^buteanetdvktoKlperuna 
h 7 share and investment certfflcate payable as of 

June 28, 1991 to all Reach barks and financial totermecSaries. This cfi- 
vxtend was up by is.7% on isag. 


_ . ^ff^rahoWers' Meeting then authorised the Board of 

t*wors to increase the registered caprtaJ.vwthinapertod of five years, on 
mw « Mvwal occasiOTs. to bring it lv to the nonwd sum <rf one bBion 

i „ n P”* either inrough the issue of shares for cash, or through (to 


authorisation, given by the Extraordinary Shareholders’ Meeting of June 
20, 1986. 


The Annual Report of L'OREAL for the buaiisss year 1990 can be obtal- 
} £°!? bBnkSt stocfdxoi< ^ rs and financial institutions or by writing to 
fmres ^r Business ibfonnatfcn. Office A 04 03 - 

41 rue Maree - 92117 CUCHY- FRANCE 




CTTOH&COlLTD 




lb the Holders of the Bearer Depositary Receipts 

Notice is herety given dial ihe 67tfa General Mmring of SherrhnkW« <rf~ 
C Dob & Co, lid, will be held at 1000 un. on 27di fane 1991, at die Heed 
Office of tbs company located at M Kyataro-Madn, 4-Cbame, Cboo-Kn, 
Osaka, Japan. Noua: of convocation of the meeting is amflabiaat the Stock 
Office, BanforoaBaofc Lad, Hambro House, tograve Road, Brentwood, Em 
CMISglAIXK.andBaDquclBtenMtiopaledLa « mbo u igSA.2Boulc»anl 
Royal, L a o unb e mn - 


Business Operations and Results for 1990/fiWl 
Fiscal year (ended 31st March 091) 

During Ryal 1991. ended 31«t>faT± 1991, ihcJ apmeepccoo oc yconBiKied 
iad om eticdcniaiid-tedo nMnnu i i , h e ctrai by riamg ptaacagd cM i ii p m cnt 
i u ve HLoyra « ndarnwictkn iy ndin g. Iterate of growth. tanreagrrafcMQy 
<Kmh»Miwl u<iliBpwindp f ngTMSwL- Owrmgta iucrmtj tnnvarirtyofcoaM 


te nsion e n s uing from dm atuadoa in the Mi ddl e East in Angus: 1990, 
McneaayA in ho ri ties adopted a reariawe monemypoUcy and raised the 
Central BankDiscotnd Rate 0C7 per cool to 6 porcesL in hue Anguat. Thb, 
was the fint time the Discount Rate had reacted 6 percent, in 8 yean and 8 
months. The influence in oB supplies and price* from die outbreak of the - 
Middte BraWn - in oiiddannaiy 1991 was aotogirifkam. Furthermore, focie 
Twaamovement toward fee end of the year to adopt mcesmea re st rain i n g the 
inaeasemtandpricea,and l« ^ a ia ti on^aaai i a nxli icedaitheDictaesO>btnfa 
a Land ‘Due. 

Overseas, foe United States ecooocy stowed anhrrtanrany in thebegfaming 
of the period and eAesed a recession in dm Fall, as negative grmrtfc in the 
housing industry together with hcfchisttc c o nsum e r s pe ndin g si gmlled the 
end of an e^fatyear economic egqjansioii. In Europe, the United Kingdom 
deariy entored a recessioo- In Gernmy, the economy of fooner Wat 
Gennany oondnuod growing, suppratod try expending domestic demanl 
However fo fbnner East Gennmjy nneo^oyincni and ocher difficulties 
lwy»ra*iiHM « ii«i ng ly a««« following Ge r mnniBonificiitimi in October 1990. 
Hie ccoogbAbs cfFrzocrtnd Italy corxinued rHpandmR, ta&e rate of export 
and eamooric growth stowed. Asannewiy mdustnllziiig oompmues (NTES) 
mtuned fiuriy high growth through gains in domestic demand, and Asian 
countries also ergqyedooooomfc: exp ans ion , spurred by rising B ud g e c a p ital 
isvestsMs. Xn China, the economy began to show signs of recovery in the 
AH as domestic demand expanded owfog » monetary expansion and other 
Rnrduneuial aco Dcmiccfaaiig BaimtB faurlemenlBd inthettSAR. 
and Bastom Europe, but economic condidois in this region appear to be 
d csc rionriu g. lnMKccanmie€a w soi»nenL.C lnhocNMi adaBgNdiea8gg 


its operating base and aimed to be a gfobaHy imegnted corpo ra t i on. In 
par^cdai; to expand profitability, we responded to strong [demand in Japan 
tystreggtfaeniqgdcHneitfctEac&rgt ngiwrrinBf iniaaalaadota,oop» tm gioB 
and red estate, and by expanding impans and exports of fimahed products in 
toaflea, induatrial macMety and other areas. In the field ofisfbrinuian and 
.■tMimM^nfeiHn naarpripmBn^iiqawiCn minnmrafio nsSagfliteCampanvInc 
gSCAI^.Bn infenwtio caljd^yeramcinwfaich^epeaparadpa it aiidthat 
has tnocomtmmicuiom satellites, maanamed its recoeds of strong growth. 
IntematiQBal CHgiial Commudcathns Inc (EDC), another C Itch John 
venture, cumbmed to develop its market and lw die gmuadworic for 
rjoaliy service by espawfingitsiaernakual I dquooeservice area and hyfog 
an underwater fibre-optic cable in foe Noth Pacific. Overseas, weave 
streng thening our op erat ing base and developing new marinas in Europe as 

Afarfag nn ificurttw tjyim itc hf iK moA fiernm nmfiratim and foe 

d e ruu c JrthwrM oreaatamEmv p e p co c ge ds . During foe period, we became 
a Stockholder of Kroner, a moor German lion. Steel and machinery 
producer, and also agreed to Cam business tie-ups with companies in several 
industries, fri foe field of oveaeas resource devdopoaeat we acquired an 
busiest in an Australian iron and ore mine and began o3 production off die 
rrmnf nf^inn u trafn T nrlmM nil 

Domestically, CItoh waked to strengthen its eamiqp base and^ was actively 
imptved hi several long-flam higo<cale iMonal d e vetapm ent projects, 
jnehvfmg foe N irl i l non uy a Marine C3ty near Kobe, the Malmhari New Qry 
Devdopoentpn^ect, the Kaansa New Research and Development CSty, «he 
Kansu International Airport Lirddown and others. The company also aims 
to contribute to ntematianal society in a variety of w^s. Rxezangde, in Wy 
1990 we formed a Global Eoviroc&neat Boom that to jespemsfote for 
considering the impact of company activities on die environment. 

C Itch's total trading transactions fig Fiscal 1991 rose 03 per cent or 
<S32BilIioo'Knto203 ! 9S.9Baik»'t&n. Growth was tow became, although 
overseas ene r gy tra nsa ctions and p m eaxts m etals omtra cBioae, Import and 
export transactions declined. The principal cause for foe decline was foe 
ifowyfal lhemWlind nffmnaRigforgnHtMninBt mteartinm farrli^flnM 
Savings Aecoura, from the vahteoftim total contract to fedUfamce hr wine 
ofcca&aastradaL If fl fo cMfcraBy toQBctaded from toed tnriii^t MBecri o ns , 


terms, wMcat porttra nsactio cfi remaned at low tods as foe growth 
of the US. ecDncnry smiled and expats to thelLS&R. and Chnxt declined. 
In domestic transactions, tbe conotwed strength of Japanese Ec ono mi c 
degaad c ontri b u te d to growth in tncHe. iron and Neal, and oonttiacti o n 
transactions. Gross trading prafiixme 103 per cent., or 2L5 bSBoa Yfan to 
229.9 biffion W&. Onfinary profit, however; rose 07 per cect or3 bOBoa Kfcn, 
to 54 J MHion Vfeo as istoxest ap ens e j umped snhsnntiaiHy owing 
to higher interest rates. Net income rose U> per cenL, 4 bfllkm Yen, in 
BU> bOficn Tte de^ite as increase in earaorcfiaary ksras refatod to a 
wtiteKiff of T2 UU»q Tbn loana to Iraq. 

Aannal report for the 1990/1991 Fiscal Thar will be mtitable at 
Tbmbna Bade LNandBminelafcnttiimBted LnxemboaraSA by thcend 
y^ofjnly T99L 
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INTERNATIONAL CAPITAL MARKETS 


Mexico setts 
state-owned 
bank for 


$ 203 . 7 m 


By Damian Fraser 
in Mexico City 


TBS Mexican goyemment has 
sold Htdtibsnco Mercantfl de 
Mexico to the financial group 
Grnpo pinandero Probnrsa lor 
$203.7m, making it the first of 
the 18 state-controlled banks 
to be privatised. 

Grnpo Finanden Probnrsa, 
headed by the brokerage Casa 
de Balsa Probmsa, bought 77 
per cent of the bank's capital 
at $3.05 a share, 2.86 times 
asset value per share. 

The deal turns Probnrsa, by 
stock market value Mexico's 
fourth largest brokerage last 
year, into Mexico's first inte- 
grated ftniwial group. 

Probnrsa plans shortly to 
buy an insurance company, 
and Is actively seeking part 
nersldp with a foreign bank, 
according to the company's 
president. 

MercantU is the 14th largest 
of the 15 banks listed on the 
Mexican stock market. It fra* 
82 branches mainly In 
City and Monterrey, the capi- 
tal of the state of Nnevo Lean. 
In 1990 operating profits were 
86,60(lm pesos, a 70 per cent 
Increase on 1988. 

The govern m ent is expected 
to announce shortly the win- 
ning fodders for fignM Crend 
and Banpals, the next two 
Mexican banks to be priva- 
tised. 

Hie next bank to be sold is 
Banamex, Mexico’s largest 
bank, which will be sold, 
along with Confia, Banco Orf- 
ente and Bancreser. At 2.66 
times book value, Banamex 
would be worth over $&5bn, 
although its stock market 
value la presently closer to 
$2£bn. 


San Miguel 
In loan for 
598 m pesos 


By Greg Hutchinson 

In Manila 


SAN MIGUEL, the Philippine 
brewing conglomerate, and a 
syndicate of fowfa and finan- 
cial Institutions yesterday 
signed a lnwri agreement for 
598m pesos ($2L5m) to help 
fond the c ompany’ s expansion 
and modernisation . pro- 

gyniBHlft. 

The loan was drawn from a 
facility extended by the 
Export-Import Bank of Japan 
to the Development Bank of 
the Philippines (DBF) under 
the $2hn ASEAN-Japan Devel- 
opment Fond. The Philippines 
is tiie third ASEAN country to 
tap the $2tm fond, laimchrai in 
1987. 

The term of the loan Is for 
10 yean inclusive of a three 
-year grace period. It will 
carry an interest rate of 1.34 
per cent over what the DBP 
charges on the foods it lends 
to other financial institutions, 
currently 18 per cent The rate 
is re viewable every three 
months. 

San Miguel said the loan 
would be used to finance the 
expansion an d ™^wnTwHm i 
of production plants. Two 
months ago San Miguel share- 
holders refected a debt conver- 
sion plan aimed at funding 
expansion. 


Japan securities 
reform may apply 
to foreigners 


JAPAN’S Finance Ministry 
may allow foreign banks and 
securities companies to folly 
own their securities and bank- 
ing s u b s idi ar i e s in Japan, if its 
ongoing liberalisation of 
Japan's financial system per- 
mits domestic institutions to 
do so, according to a ministry 
official, AP-DJ reports from 
Tokyo. 

C u rr ently the ministry lets 


foreign banks hold no more 
than a 50 par cent stake of 
their securities arms in Japan. 

The i nter est of foreign secu- 
rities firms in their bank sub- 
sidiaries has the same restric- 
tion. 

However, if reform allows 
Japanese banks and securities 
firms to use wholly owned 
subsidiaries to cross tile legal 
barrier separating the bnsi- 
ses, *Tt would be logical to 
extend the same system” to 
the foreign institutions, the 
ofBdal «tri_ 

Japan Is moving towards 
lowering the barrier between 
its securities and banking 
businesses, with financial sys- 
tem reform likely to allow 
both to do business in the 
other’s sector through fully 
owned subsidiaries. 

Ob se r ve rs expect the minis- 
try by 1998 to issue Us final 
report on reform, urging cross- 
partidpatton through subsid- 

• Nakadachi Securities will 
start brokering Interbroker 
trading to 65 Treasury securi- 
ties in Tokyo on July 17. 

The 30-year bonds and two 
to 10-year notes will be the 
flat foreign securities for the 
brokers’ broker to handle, an 
official said. 


Treasuries move narrowly 
ahead of data release 


c if! 


v * 


By Patrick Harverson in New York and Simon London in London 


BOND prices were little 
changed in quiet trading yes- 
terday morning, with dealers 
and tovestots staying on the 
sidelines awaiting the impor- 
tant economic data due later 
this week. 

At midday the benchmark 
30-year Treasury bond was up 
A at 96& to yield 8.468 per cent 
The two-year note was slightly 
weaker, down A at 99& yield- 
ing 6.973 per cent 

The s!i*fot rise in the long 
bond was attributed to spo- 
radic short-covering by dealers 
and the fact that Mr Alan 
Greenspan, the Federal 
Reserve chairman, chose not to 
repeat his recent positive com- 
ments on the economy at yes- 
terday’s hearings before a Con- 
gressional committee. 

Some investors may have 
also bought bonds in tile belief 
that the price, for the m om ent, 
has reached its short-term floor 
with the yield hovering just 
below the important 8% per 
cant mark. 

Analysts say the market will 
not move much until everyone 
has had a chance to see Tbnre- 
day*s retail saify and ' 
prices figures and Friday’s con- 
sumer prices and industrial 
production date. 


1 .v 111 

- ‘riv 
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The Financial Times publishes a more ** 

comprehensive table of benchmark a ■* 

government bonds Atom today. The table t «* 
now includes benchmark bonds from some 
of the high-yielding European markets, namely j 
Spain* Italy and Denmark, which have 
attracted considerable recent interest from 
fore i g n investors. It also includes a revised ■; ~ 
selection of benchmark bonds from the UK, i;f . 
Germany and Australia. For example in the 
UK, a new short-dated gilt and a 10-year 
b enchm ark gUt have been included. r- 


BENCHMARK GOVERNMENT BONDS 


■THE upward trend to UK 
government bond prices was 
held back yesterday as the 

Btmfe of En flftmrf signalle rf that 

a cut to interest rates may not 

telni pinry thk week. 

The Bank supplied £530m 
nine-day liquidity to the money 
mai^f at an «nr»hnwgwri inter- 
est rate of 1L5 per cent, damp- 
ening speculation of an early 
gaging of monetary conditions. 
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GOVERNMENT 

BONDS 


The move had a sobering 
effect on the market, which 
had earflar in ter pre te d slightly 
better than expected producer 
pr ice data for May as a sign of 
an imminent cut in rates. 

Manufacturing output prices 
rose by 0.4 per oect in May, for 
a year-on-year rise of 6 per 
cent 

This Compares with a year- 
on-year rate of &2 per cent to 
April and 6.3 per cent in 
Match, ermfirming that output 
inflation is at last on a down- 
ward trend. 

The release of the figures 
caused money market interest 
rates to fan to 11 p& centr’”' 
although they rebounded to 


stand at 11-2 per cent by the 
dose to response to the Bank 
of England’s activities. 

Long-dated gilt prices rose 
around % of a point on the day 
but dosed below the the day's 
highest levels. 

The benchmark 11% percent 
gilt maturing 2003/2007 dosed 
at 108%, up A on the day, for a 
yield of 10.476 per cent 


M JAPANESE government 
fo pJs continued to drift lower 
yesterday as the strength of 
the dollar on the foreign 
exchange markets dampened 
hopes ctf an early cut to inter- 
est rates. 

The benchmark government 
bond issue. No 129 traded in 
London on a yield of about 882 
per cent in late afternoon yes- 
terday against a dose of &905 
per cent on Monday. 

However, prices ended 
slightly above the day's lowest 
levels as investors looked to 
buy cheap paper. 


■THE German government 


bond market was subdued by 
the weakness of the German 
currency on the foreign 
wchang e markets, with fens 
investors willing to commit 
fresh funds to D-Mark denomi- 
nated assets. . n 

The September long bund 

futures contract cm the London 
International Financial 
Futures Exchange closed at 
85.60. up from 85.43 yesterdays 
However, volume was only 
moderate at 38356 contracts, s 
Recent international support 
for the German government 
bond market appears to be 
wavering as some Investors 
switch back into French gov- 
ernment bands. 

Concern about the French 
■ g o vernment's fiscal stance cbd- 
tributed to a widening of the 
long yield spread b etween toe 
French and German markets to 
May fiotn a low of 42 basis 
points to around 80. * 

However, the yield spread 
has started to narrow again. 
- Yester day it stood at 71 basis 
points. 
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company, plans' an- Intern* 
Sana! equity offering -about 
$275m which trihredneetbe 
state's holding . to the company 
and increase for£iga_-owner> 


STET, i»e tjffhe targest tde% 
comm unicattona -^groups • . Ja 
Europe with an e*bmatM mar- r 
feet valna tio a of about ffflnu-ia : 
controlled by HU.; the.fiaBan >: 

nn fho mint! at nplr prrhang p : 

.The offering fe a secondary 
sale on behalf of 1HI, wtjifih. Is 
ITaeBing atunearits nourot 
hie shares to forelgn investors 
tor increase hrtematioofil owiir 
ershlp of the company. Bart of 
the offra- .wiU ,be -made fojhg 
US as a private: placement 
under ^ -S^ra^hM^an^ 
E&hafcge i Commission ’s Buie 
1448*.' A •■_• . 

^-TOe. offer; » 18m* unHat,- 

each of JO sayings shares (or 
nraj-vtrtfcg share^ and a 
rant for a further 10' 
shares. The units ' wHI be 
at a sUAt jnsnbds tojthemar- ■ 
feet. Lehman BrofWa. the 

hffld manag n y - anH Qpjjj- 

nperdale Kalians (which- lsi 
copied by 190:1s c&feuL man- 
ager, Syn^eattottvwafhe. car- 
tied outby ^.vay-anan group 
c fcinvert ingithonaes.- r •>■ ■ 
riSTBT has two - classes of 
stores .ordtngy voting shares, 
which, aoxnmt for about 70 per 
dent of the capital, and savings 
(er non-votingjshares- Ther&v- 
idend on the savins shares is 
Currently LMO coinpered wlfli 
LUO on the onfinary shares. . 
ijJHI owns 69 per cent of the. 
mdhmry shares and 52 per cent 
o&the savings dun. Follow- 
log tMs^piift IBS wffl hcdd 
41,-per cent, of the savings 
shares. V all of tto yammta. 
are exercised, IftTs savings 
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,• ; . r-t*. 1 :;: 

^no^hbiaing-will be reduced 

• to ap pCT AKDt v-r. 

^S l I^ 'is ^ c monopoly sup- 
pEer of most' teleccmnnanica- 
; ticto services'jn Italy. It owns 
r . 80. per cent-cfcttaltal, the tele- 
■: oommnnicataohs equipment 
per cent 

V of SIP, theotatie telephone util- 
ity. Further details of the offer- 
ing will be released in Milan on 
June 18^4^: 

UBdite^cSottHiig Company, 
which maxuifa'ctiures and dis- 
trlbntes.nofl' drinks In Greece, 
raided Drfibn .from interna- 
-■ ttonal -invertors in an interna- 
tional ..eqjpfty offer which 
closed last week. The o ffe r — 
for d-105m-shares at Dr4j>00 
each — was; fen times oversub- 
scribed.; ~ 

' Some international Investors 
who were. disappointed in the 

hitoiTHrtfrmal of fe ring mans g od 

to boy shares through BBC’s 
AwwABt fe offerin g ; «nwiHinp to 
Mr ; Adam. Young of J. Henry 
Schroder Wagg, lead manager 
for the syndicate of interna- 
tional hanks which underwrote 
. the .in ternational offer. . The 
■ domestic offering was for 3.47m 
bearer onttnary shares, 
v BBC is .controlled by Greek 
Cypriot family interests .who 
own 7 9 jper c ent following the 
share offering. - 
■-'% The Taiwan Fond,, a closed- 


on the New rTorfc Stock 
Exchange, is affixing a $4&5m 
trancbe. iff .shares. The L86m 
new shares w£Q be' sold at a 
price of. . 823%- per share 
th rf igb a syndicate of . under- 
writers lead managed by Tflahv 
wort . Benson and Asian Capital 
Partners.;' 






Fannie Mae in mortgage issue 


IT& . Federal ' .National 
AnodatUm ias 
. fir the first time 8800m 
mortgage-badked securities, 
the London Interbank . 
- rate (Libor), Beater 
Reports. AomNewTarlL 


adjustable-rate mortgagee 
!{ABM$)' ‘provided by BAC Mort- 
gage Funding and- Western 
Federal : Savings.' RAC 
exchanged T200m of 90-year 
ASMS lied to Ubar for Faamie 
Mae nwtiaw wwirWwL WflSt- 
efcn swapped 8100m of ARMS. 

■■ ••••*■ jr> 


Grerman bourses bid for the technological heights 

Katharine Campbell on moves to a shake-up as. the gentlemen’s club nears the European single market 


G ermany’s stock market 
big bang, has be?n a 
slow-fu&e affair. 

But there are signs that, a 
process characterised more by 
noise than creativity is gather- 
ing speed. 

For last Friday’s meeting at 
the Frankfdrt stock exchange 
opened the way for a more 
effective .electronic securities 
trading system and pat in' 

place the framework for ration- 
alising the regional character 
of the German stock 


Efforts have been underway 
for years to advance securities 
trading beyond the gentle- 
men’s club of eight regional 
markets from Bremen to 
Munich - open . until recently 
fir just two hours a day - 
which split up liquidity 
between themselves via an 
antiquated floor and paper- 
based system bolstered by 
scores of public-service bro- 



But so entrenched were 
regional interests that modern- 
isation plans have been 
plagued by gplit loyalties, 
starts and half-hearted compro- 
mises. 

TDespite . .the .German stock 


Rolf Brener; *It was a 
matter of first aid.* 

market’s high degree of depen- 
dence on foreign investors, 
efforts to cater to their needs 
Invariably became bogged 
down in provincial squabbles 
leaving the way clear for a 
high proportion of D-Mark 
business to wander abroad. 

There is now a palpable 


sense of urgency, however. 
London and particularly Paris 
look highly efficient operations 
that will pose more of a threat 
with the advent of the 
European market 

By comparison, .Germany 
looks (in shares) fcostly, at 
times illiquid and ineffectively 
regulated. 

tost week’s plan, the brain- 
child of the big .Frankfurt- 
based banks, against whose 
power the brokers and regional 
exchanges inveigh largely in 
vain, involves an integrated 
electronic system for trading 
the top 30 blue chip stocks, the 
most liquid government twnin 
and equity and fixed-income 
derivatives. 

It would operate, at least for 
the time being, alongside exist- 
ing floor operations, with 
regional stock and bond busi- 
ness still conducted regionally. 
It would concentrate liquidity, 
be easier to regulate, and in 
the long run be cheaper. 

The first country-wide 
screen-based system was the 
DTB, the options and futures 
market, which went on stream 
18 months ago. 

While the DTB is doing well, 
this relatively sophisticated 


system was born without the 
support of an efficient underly- 
ing market. 

Ibis, a share information sys- 
tem organised by the hanks at 
around the same time, foiled 
miserably. 

Indicative prices on the 
screen were often withdrawn 
hastily when counterparties 
attempted to deal, and conse- 
quently little real business 
passed over the new imytinm 

The official and independent 
brokers meanwhile, fearing fir 
their livelihoods and suspi- 
cious of big bank influence, 
began to craft their own com- 
peting systems. 

A n upgraded filly elec- 
tronic Ibis was intro- 
duced with a greater 
degree of success this April 
and now hanrilaq some 10 per 
cent of daily share trading in 
Germany. 

But as Mr Rolf Breuer, the 
Deutsche Bank managing 
board member closely involved 
with these developments, 
admits: “It [Ibis 11] is very 
primitive indeed. It was a mat- 
ter of first aid rather than 
inventing an instrument we 
can be really proud of into the 


next century.” Despite the 
many millions of D-Marks 
spent on the Hus systems, the 
move to computerisation 
remains controversial - for 
the regional exchanges loath to 
give up important business 
areas as well as for the brokers 
as an endangered species. 

To help forge a consensus, 
the Frankfurt Stock Exchange 
c ommissi oned a study, with 
the help of a Mannheim uni- 
versity professor versed in the 
intricacies of computerised 
exchanges, to act as a “modera- 
tor" between the parties 
involved in defining the shape 
of the fiture marketplace . 

While the content of the 
study, discussed at last week's 
meeting, remains confidential, 
it addressed such explosive 
questions as the brokers' 
future. 

But the direction of Mr 
Broiler's thinking at least was 
clear when he commented 
recently: "They will be helped 
to find security market-related 
jobs. 1 don’t see an unemploy- 
ment problem." 

There is still much cajoling 
to be done before any such 
plans come to fruition. It has 
yet to be agreed how exactly 


the regional exchanges can be 
accommodated - perhaps via, 
a shareholding - in the Deut- 
sche Borse, the. pair-German 
holding company Frankfurt 
proposes. 

In addition to amalgamating 
the array of hitherto separate 
clearing and settlement and 
data processing operations, the 
new structure is supposed to 
include the DTB. While the 
suggestion came as something 
of a surprise to the DTB, its 
executives will have a tough 
time if they wish to resist, 
given that the exchange’s 
shareholders are the same big 
banks that are calling the 
shots over equity market devel- 
opments. 

O ver the summer a tech- 
nology consultant will 
study the feasibility of 
combining the various systems 
- Ibis, au order-routing opera- 
tion in progress called Boss, 
and, probably, the DTB. 

It has been immensely costly 
in terms of time and Dl-fosh- 
ioned interim solutions to get 
to this point It remains to be 
seen how quickly efforts can be 
wholeheartedly redirected to 

rateMng up. 


Dealers report little demand for 
$250m Phillip Morris offering 


By Tracy Corrigan 

THE trend for smaller, 
retail-targeted Issues appears 
to be gaming . ground m the 
Eurobond market, although 
some underwriters are scepti- 
cal about bow much paper is 
being placed. 

Corporate borrowers are 
re turn ing to the sector, hut the 
BtiH fiagfle market for corpo- 
rate debt is in danger of being 
pushed too hard by aggressive 
funding for weaker credits, 
according to dealers. 

A 8250m offering for Phflhp 
Morris, the US tobacco com- 
pany, was widely considered 
too tightly priced. 

Deutsche Bank Capital Mar- 
kets was lead underwriter of 
the . issue at 8% per cent five- 
year bonds, priced to offer a 
yield spread af 59 basis points 
above the comparable Trea- 
sury. 

Although. Phillip .Morris is 
viewed as a borrower which 
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can achieve premium pricing 
because erf the high level of 
nam«i recognition among Euro- 
pean retail investors, most 
underw riters reported little or 
no demand for the deal at this 
leveL 

“It is a triple-A pricing for a 
single-A name,” one under- 
writer said. “Its reputation is 
better than Its rating, but not 
by that much.” 

Most banks said the com- 
pany’s first dollar offering 
since 1988 should have been 
priced 10 to 20 basis points 
wider, comparing it with a 
recent issue for Ford, which is 
currently trading at a yield 
spread of 87 basis points over 
the curve. , 


The borrower recently 
brought a 10-year deal in the 
US whkfo cleared at around 80 
basis points above the compa- 
rable Treasury yield. 

Dealers in the US said five- 
year paper could be sold there 
at a spread of around 65 basis 
paints. However, the corporate 
market is generally thought to 
be rather better In the US titan 
in Europe. 

Underwriters will break even 
(that is, lose all their fees) at 
around 70 basis paints. 

Even at that level “the deal 
is a tough sell", one under- 
writer said. 

A number Of hwnlra darifand 
to participate in the deal or 
were downgraded from co-lead 
to co-manager leveL 

Deutsche Bank said that it 
expected retail investors to tmy 
the Issue over time, pointing 
out that a. dead for the unrated 
Dutch .State Mines, bad tight- 


NEW INTERNATIONAL BOND ISSUES 

Borrower 

US DOLLARS 

Amount m. 

Coupon % 

Price 

Maba«r 

FSaa Book runner 

Phillip Morris Cos.lnc.(a)T 

250 

BH 

101D3 

1896 

1%/1% Deutsche Bk CapPIkta. 

SokbHd Houao<a)9 

200 


100 

1896 

2% /i % Nomura tot 

Asohl Toe Corp{a}9 

70 

*h 

100 

1895 

2%n% NOdkoSecs. 

Goldstar Co.(l)5 

70 

PHt) 

100 

2006 

2%/1% Salomon Bros. 

CANADIAN DOLLARS 

GECC(b)t 

1G0 

10 

100.725 

1806 


Credit Lyonnais(a}t 

150 

10* 

101.405 

1006 ' 

1 %/1. 725 Merrill Lynch Im. 

D-MARKS 

Sekisul House(a)6 

250 

4 

100 

1995 , 

2%/1% Yamalchl Bk GmbH 

Soc-Ganomlo AccTanco(<4t 

80 

14 

100 

1803 ! 


Landwirtachanilche R'b)t(d)t 

50 

10 

101 1* 

1004 ■ 

1.6/1 Merrill Lynch AG 

SWISS FRANCS 

KinM Sharyo(e)*** 

80 

2* 

100 

1996 


Toyo ChamlcaltahHte 

40 

2* 

100 

1906 

Banque Paribas (Suisse) 

LIRE 

GECC(a)t 

TSObn 

11* 

101 BO 

1008 

1%/1% IMI Bank (Lux.) SA 

YBI 

PEC Corp(a)t 

SObn 

7.15 

101% 

1007 

i%/i.B75 Dalwa Europe 

NEC Corp(a)T 

30bn 

7.15 

101% 

1900 


Asahl Chemical IncUaJt 

20 bn 

7P 

101% 

1996 

1%/1 S75 Dalwa Europe 

**Privntn placsmenL SCoovertlbJe. Mm h equity warrants. tFkwtlng rate note. Iflnal terms, a) Non-callstrie. b) FunaMe 
wWi ax latino CS150m deaL Non-caiiable. c) RedempUon linked to Dax Index. Non-callable. tf] Redemption either DM10.000 
per 10,000 bond or at option of Issuer, 38 shares ol Commerzbank pfue DM44. Should share price rise to DM320 or above tor 
any 2 eonsecutfva days, then bonds will be redeemed si par. a) Callable 27/8/04 at 10196 and 27/SA5 at 101 <aK. n Put 

option aftar 5 years to ylald 7%%. 







ened by 20 basis points from its 
launch spread of 78 basis 
points. 

Goldstar, the Korean hi-fi 
manufacturer, launched a 870m 
convertible offering, via Salo- 
mon Brothers. 

The bonds will pay a coupon 


indicated at 3V4 per cent and 
the conversion price win be set 
at an indicated premium of 23 
per cent. The deal was 
described as realistically 
priced, given the relative weak- 
ness of the market The Korean 
stock market is currently 


closed to foreign investors, but 
may be opened next year. 

Two more Canadian dollar 
deals emerged. Recent issues 
have been performing well, as 
the sector still offers a two 
point pick-up over the US mar- 
ket 
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UK AND IRISH COMPANY NEWS 


All-round progress at Northern Foods JSeXut 


By Maggie Urry 


DOUBLE-DIGIT percentage 
increases in the operating 
profit of each of its four divi- 
sions enabled Northern Foods 
to report a 17 per cent rise in 
its pre-tax balance for the year 
ended March 31 1991. 

The outcome was £l05.4m. 
compared with £90-2m, and the 
shares responded with a 20p 
rise to 470p, an all-time Ugh. 

Mr Christopher Haskins, 
chairman, said he found it 
“very difficult not to be smug” 
about the results, describing 
the year as one of “excellent 
progress". The current year 
bad started well and he was 
confident the group's strategy 
bad “plenty of staying power" 
fbr the next five years. 

Turnover rose 8.5 per cent to 
£1.19bn (£1.09bn), although this 
reflected some elimination of 
low margin business. Close to 
40 per cent of sales go to the 


group's four largest customers, 
the food retailers Marks and 
Spencer. Tesco, J Salnsbury 
and Safeway, with another 20 
per cent accounted for by door- 
step milk deliveries. 

Operating profit margins 
rose from 8.6 per cent to 9.4 per 
cent and Mr HasJdns said they 
should climb to over 10 per 
cent within three years. 

Interest charges moved up 
from £l.4m to £3£m. but that 
reflected tbe £69m spent on 
acquisitions during the year. 
Mr Martin Claris, finance direc- 
tor, said that after financing 
costs the acquisitions contrib- 
uted about £250,000 to pre-tax 
profits. Capital expenditure of 
£6lm was made over the year, 
likely to rise to over £80m in 
the current year. 

Despite the £130m of invest- 
ment and acquisitions, the 
group's net debt rose only 


£EL5ro, leaving borrowings at 
175 per cent of net assets. 

The reduction in corporation 
tax rates helped earnings per 
share to rise by 185 per cent to 
34.66p C&25p). A final dividend 
of 8.5p gives a total 16 per cent 
higher at 14£p (12L5p). 

The hugest operating profit 
increase came from the conve- 
nience foods division, up 40 per 
cent to £2IAu- Mr Clark said 
the gain would have been 
about 25 per cent excluding 
acquisitions. The division 
includes recipe dishes, yogurt 
and dairy desserts, sandwiches 
and filled rolls, food distribu- 
tion and speciality cakes. 

The dairy division, which 
contributed 45 per cent of 
group operating profits, 
increased its profits by 10 per 
cent to £493m. The doorstep 
milk delivery business went 
well, as did sales of milk to 


supermarkets. However, weak 
prices and a shortage of milk 
affected the milk manufactur- 
ing side, leaving profits there 

imphang pd 

The meat business increased 
profits 21 per cent to eziim 
with strong growth at Pork 
Farms, which makes pork pies, 
and a Elm contribution from 
Palethorpes, a pie and pasty 
maker bought from Ssdnsbuzy 
during tbe year. The chicken 
side was hit by falling prices 
and produced an unsatisfac- 
tory return, but Mr Clark said 
tbe business was not as hard 
hit as others as it bought in 
two-thirds of its chickens. 

In the grocery division Fox's 
Biscuits had a strong year, and 
the division raised profits by 17 
per cent to £175m, pushing the 
operating margin above 10 per 
cent. 

See Lex 


Weak markets reduce BSS to £13.34m 


By Clare Pearson 


BSS. the commercial, 
industrial and domestic heat- 
ing company, saw all its mar- 
kets weaken during the year to 
end-March and pre-tax profits 
fell by 8.2 per cent from 
£1453m to £l&34m. 

The result was scored on 
turnover up 13 per cent to 
£2l9.7m (£1 94.22m). Most of the 
increase reflected domestic 
heating acquisitions in the pre- 
vious year, with the balance 
due to inflation and a small 
increase in volume. 

Mr Ian PhilKpps, chairman, 
said the commercial and indus- 
trial market, which had lagged 
behind the domestic market, 
had weakened during the sec- 
ond half, and he expected it to 


weaken further over the com- 
ing months. 

Meanwhile, the domestic 
market, which should lead the 
recovery, appeared to have sta- 
bilised. But published statistics 
showed that it was some 23 per 
cent below its peak in 1988. 

“All in all, 1991-2 shows 
every sign of being a very diffi- 
cult year in the marketplace,” 
he said. 

Trading profit was broadly 
stable at £16.17m (£l6.l6m) but 
interest charges were up at 
£2.83m (£ 1.63m). Mr Allan 
Milne, chairman, said that was 
because of an Increase in bor- 
rowings at the start of the 
year, to fund the La bone and 
Heatek acquisitions. 


After that, a timing change 
in payment of corporation tax 
had led to a cash flow of some 
£8 5m. Mr Milne said that was 
a one-off effect 
On share capital enlarged by 
a l-for-10 rights Issue in Octo- 
ber 1989, earnings Cell to 4i.6p 
(475p). The final dividend is 
held at ll.5p making an 
unchanged I755p for the year. 


• COMMENT 

Firmly focused on the UK, BSS 
certainly painted a dframii pic- 
ture with its results yesterday, 
and it has entered this year 
burdened with an uncomfort- 
ably high level of borrowings 
and facing ever-toughening 
price competition. But on tbe 


bright side, shareholders can 
comfort themselves with tbe 
reflection that there are 
believed to be some much more 
severe casualties In its markets 
and BSS says it has increased 
its market share. Its current 
year fortunes will depend 
greatly on when the housing 
market picks op a gain, since 
d eman d for domestic heating 
rises at tbe start of an eco- 
nomic upturn while the com- 
mercial and industrial side lags 
it. Assuming some improve- 
ment by the end of the year, 
the company should achieve 
pretax profits of about £UL5m. 
That puts the shares on a pro- 
spective p/e of more than 9, 
which seems reasonable. 


Sale Tilney arm seeks winding up order 


By Clare Pearson 


SHAREHOLDERS in Sale 
Tilney. the troubled mini-con- 
glomerate, suffered another 
blow yesterday when it said 
Monument, its Isle of Man 
insurance underwriting subsid- 
iary. was seeking a winding up 
petition from the Manx court 
after having ceased all under- 
writing and payment of claims. 

Sale Tilney's share price 
nose-dived 12p to 19p after the 
announcement yesterday. 

It said Monument had net 


liabilities of £2.75m as at April 
26 compared with net assets of 
£77,000 in tbe last audited 
accounts at November 30. 

If its petition is granted. 
Monument hopes to put In 
place a scheme of arrangement 
whereby its creditors will 
agree to rolling over their lia- 
bilities. As part of this. Sale 
Tilney said it might make a 
capital contribution. 

The company said the maxi- 
mum amount that could be 


(■laimwi in guarantees made by 
the parent company was 
£30.6m. However, such claims 
would only be to the extent 
that they were not met by 
Monument's own insurance 
funds or those of its reinsurers. 

The company said the prob- 
lems at Monument and “diffi- 
cult trading conditions across 
the group" meant it would 
report a a pre-tax loss for the 
current year. 

Yesterday’s announcement 


came after Sale Tilney had 
included a £2.4m provision fbr 
Monument’s underwriting 
losses in last year’s accounts. 
That, together with exceptional 
losses in other parts of its 
group, meant the company 
plunged into a pre-tax loss of 
£9.62m (£5.Q2m profits). 


Mr Andrew Coppel, former 
■ of Ratners jew- 


finance director of Ratners jew 
ellers, was appointed as a “new 
broom" chief executive in 
October last year. 


£20m capital 
advance delay 


By Maggie Urry 


BRENT WALKER, the leisure 
group which last week put 
proposals for a rescue refinan- 
cing to its 47 banks, was last 
night relaxed about receiving 
a £20m working capital 
advance from its banks by the 
mid of the week. 

Some of the banks involved 
had already agreed to put up 
their share of the advance but 
others were taking longer to 
decide. Brent Walker shares 
rose 2p to close at 25p yester- 
day. 

The group needs the short 
term funds before the June 22 
date by which the banks, owed 
£l-3bn by the group, ate dne to 
give a response on the 
restructuring proposals. 

Meanwhile, holders of the 
£101 .9m convertible capital 
bond are talking to the group 
and its advisers on the offer 
made to them under the pro- 
posals. So far bondholders 
have not agreed to the sugges- 
tion that they convert their 
bonds to ordinary shares at 
lOp, rather than the original 
conversion price of 140p, and 
take the rest of the capital 
value in preference shares. 

A compromise is expected to 
be reached, however. Bond- 
holders are unhappy that they 
are being offered second pref- 
erence shares while the haniw 
would get first preference 
shares under the proposed 
scheme. Bondholders feel their 
pref er ence shares should rank 
equally with those of the 
banks. 

The largest bondholders 
agreed to a postponement 
until tomorrow of the first 
interest payment doe on the 
bonds, which were Issued last 
November, and this could foe 
rolled over again if ag re e men t 
has not been reached by 
Thursday. 

Jefferson Smurfit, tbe Irish- 
based paper packaging group, 
said in its accounts, published 
last week, that it could not 
value the bonds until the 
restructuring was agreed. It 
included the bonds in its bal- 
ance sheet, dated January 3L, 
at l£14.7m. their then market 
value. Yesterday the bonds 
woe quoted at 38 compared 
with a 100 issue price. 

Smurfit invested £15m in 
the issue and Mr Michael 
Smurfit, its chairman, person- 
ally invested £10m. 


Fyffes seeks I£60m to provide 
funds for future acquisitions 


By Kieran Cooke in Dublin 


FYFFES. the Ireland based 
fruit importing company, has 
announced a rights issue with 
the aim of raising I£60m (£S5m) 
“to take advantage of any large 
acquisition opportunities that 
may arise and to provide a 
strong base for organic expan- 
sion.” 

News of the issue - offered 
on the basis of one convertible 
preference share for every five 
ordinary shares - gave rise to 
speculation about a possible 
move by Fyffes on PPI Dal 
Monte, the fruit growing and 
distribution subsidiary of the 
Polly Peck group. Fyffes has 
given no public indication of 
its Interest but an acquisition 
of such, a size would fit into its 


expansion plans, particularly 
in Europe. 

If PPI Del Monte Is put up 
tor sale there is speculation 
that a price, of between £2S0m 
and SSQOm might be put on the 
operation. Fyffes would have a 
cash hoard of between K90m 
and l£l00m following the rights 
issue. 

Fyffes also announced its 
results tor the six months to 
April 30 1991. Pre-tax profits 
were up L5 per cent to l£9.38ui 
(E9J23m) on sales ahead 24 per 
cent to I£27L7m (I£2&3m). - 

Rgming a per share cazoe to 
2_22p (2.06p) and the interim 
dividend is 03226p (0.2933p). 

In the middle of last year 
Fyffes won a long drawn oat 


Brokers cut Ratners forecasts 


By Maggie Urry 


SHARES IN Ratners, the 
jewellery retailer, dipped 7p to 
154p yesterday, against the 
trend of a rising stock market, 
as stockbrokers cut their fore- 
casts of profits fbr the year to 
end January 1992. County Nat- 
West WcodMac, the company’s 
stockbroker, downgraded its 
forecast from £130m to £112m, 
the same as the company 
achieved in 1999-91. including 
£2m from property. 

Kleinwort Benson, which 
claims to have been first in 
downgrading yesterday, took 
an even more bearish view of 
the group, cutting its forecast 
from 025m to £100m. 

James Capel reduced its esti- 


mate from £32Qm to £104m. 

On the County NatWest fore- 
cast earnings per share would 
be 19J.p, for a prospective p/e 
on yesterday’s dosing pride of 
8.L Analysts expect tbe divi- 
dend to be at teak maintained, 
giving a prospective yield of 8i7 
per cent. 

They said they had reduced 
forecasts because of poor sates 
in tiie UK business - which 
are believed to be down 5 per 
cent on a fike-fbr-Iike basis so 
far in the current year - white 
costs are rising, thereby 
squeezing margins aT *d push- 
ing UK profits down. 

Although aU UK retailers are 
suffering difficult trading con- 


LVMH to buy Guinness shares 


LVMH MOET Hennessy Louis 
Vnitton, the French luxury 
goods maker, intends to buy up 
to 2s.4wi Guinness shares at up 
to £10 a share each to bring its 
stake back up to 24 per rent, 
the level agreed in their cross- 
holding arrangement. 

“This it totally routine,” said 
Mr Robert Leon, a LVMH direc- 
tor. "Ilxls is d o n** in per- 
fect accord and coordination 
with Guinness." 

Mr Leon said relations 
between LVMH and Guinness, 
the British drinks group, were 
excellent and the two groups 
had no intention of ending the 
cross-holding arrangement. 


Guinness said it welcomed the 
move by LVMH to equalise the 
cross-holdings. 

LVMETs stake in Guinness 
&fi to 2L7 per cent following 
the conversion of Guinness 
convertible preference shares 
and convertible loan stock into 
ordinary shares. 

Guinness holders of a 
nominal £40.6m of loan stock 
and £20 25m of convertible 
preference shares lodged notice 
of conversion on May 31 and 
June 3. 

As a result, 24m new Guin- 
ness shares will be alloted to 
the loan stock holders and 
56.&n to the preference share 


Correction 
Costaiu Group 

Sir Godfrey Messervy retired 
as chair man of Costain Group 
last November. An article ‘in 
yesterday's Financial Times 
described him as still occupy- 
ing this position. 


WE’LL KEEP 


YOU IN THE 


BLACK, 


NOT IN THE 


DARK. 


In these day* of recession, if you don’t shed light on 
new areas of custom it could tery well be curtains for 
your business. 

Bui whai if you haven't the information to identify and 
evaluate your market-place? How can you formulate 
strategies; Plan resources? How can you hope to succeed? 

At Dun & Bradstreci, «v know ibe answer to staying in 
business lies with the biuini-n you already have. 

For it is by understanding your existing customers — 
who they are, where they arc. what they do and how they 
arc doing - that we can identify similar prospects for you. 

Using the most extensive Business Database in the UK, 
uv will qualify your total untapped potential - potential 


which could mean the difference between success and 
failure- The end result is a strategy which enables you to 
approach not just vital new customers, hut customers yuu 
can be sure are the most profitable, most able to pay and 
most likely to pay on time. 

In short, we will have identified your risks as well as 
your opportunities. 

The Dun Sc Brads tree t Business Develop m ent Group. 
Without us your future could 
look less than bright- 

For further information 



. r j « u Dun & Bradstreet 

please contact Lmda Sm.th at international 

the address below; ■■■■ ■ 


Dun & Bradsimrl Luniu-J, The Bu,ln«, 1X-. i l-pmvni Gwup. 2nd Fluor, .trndslr House. Connvo Siren, Manrimicr MS JAQ. T <fh 06I-SJ4 6767. Fair; 0»1 -«J« 1780. 


To all shareholders in 



T7CE PIT 


You arc urged to 
support your Board 
by voting against the 
Norwich Union 
proposals. 


The issues ares 

■ That Norwich Union has been totally intransigent and will not consider anyone other 
than Mr Michael Beckett and his proposed team of directors as the new board for your 
Company. 

■ Mr Michael Beckett and his team have very litde experience relevant to this Company 
and industry and do not have the support of senior operating management. 

■ He and his team have produced no strategy for your Company. 


By contrast: 

■ Your existing Board has consistently sought to reach an agreeme n t w i th Norwich Union. 

■ Your existing Board has the necessary experience to run the Company and has the support 

of senior operating management. 

■ Your existing Board is pursuing a coherent strategy. Decisive action already taken will 
translate your Company’s strong operating performance into shareholder benefit. 

■ The wholesale removal of the Board puts die Company and your investment at risk and 
is a wholly impractical proposition. 

■ Your Board unanimously urges you to reject Norwich Union’s crusade which could 
damage your Company. 


Vote AGAINST the resolutions by using a 
GREEN proxy card. 


Even if you have filled in a yellow proxy card, you can still 
CHANGE your vote by filling in a GREEN proxy card. 

Vou most retrern your proxy card by 2.30 pm on Monday, 17 Jane, 1991. 


The above points are extracted from a letter from $ir David Nfcakon. Chairmen of1AGE,ia a dmitae seat to 

shareholders on 7 Jane, 1991. 


The Directors ofTACE pic accept responsibility tor the Information contained In this adver ti s em ent; which W 
beat approved by Brown, Shipley & Co. Limited and Belmont Bank Limited, both members of the Securities 
and Fidnres Authority. The Directors of TfrCE pic confirm that to the best of their knowledge and belief (having 
taken all reasonable care to ensure that such Is the case) the bdbnnation contained herein is in accordance with' 

the facts and does not omit anything likely to affect the Import of such information. 




Si! 




"banana battle" over banana 
supplies from Honduras, as 
export trade traditionally dom- 
inated by Standard Fhilt and 
<piignitet International ’ B rands , 
two DS coropanfes. 

Fyffes has grown rapidly, in 
the test ten years from befog a 
fruit and vegetable distributor 
in the bottler counties of the 
Irish Republic to one of the top 
ten Irish public companies. 
Spearheading operations has 
been Mr Neil McCann, chair- 
man of the company, and two 
sons. Mr John Calla gh an, a 
senior member of a Dublin 
accountancy firm; has npw 
been brought in as group chief 
executive. 

See Lex 


dittons, part of tbe poorer soles 
performance at Ratners was 
put down to a well-publicised 
speech by Mr Gerald Ratner. 
chairman, in April when .he 
jokingly disparaged some .of 
the products sold in some of 
tbe group’s stores. 

He said an Imitation book 
with curled up comers was in 
poor taste and that a £495 cut- 
glass sherry decanter with six 
glasses was "crap". ; 

Sales in the US are said to be 
fiat on a like-for-Uke basis, but 
the inclusion of Kay Jewetars. 
acquired last year, is expected 
to push up US profits, to 
exceed those from tbe UK for 
the first time. 


<•_, . * 
+* * 
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holders, increasing the ordi- 
nary capital to 973m shares. ' 

Guinness shares jumped on 
the news of LVMH*a purchase 
plan, finishing the day up $0p 
at 996p. S.G.Warburg is bidding 
for the extra 23.4m shares until 
June 21. 
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rise 


By Clara Pearson . :v - 

e&NGLIAN^ WA^TM yesterday : 
’¥riaftre$ed Ji its .stock market 

- Iffiumo as nne' rf fhft TnngP -i*gn. . 
i 5 bcs ttf "nrftn pyniPR 

Vf anmmaring attiG-year tihri-- 
itenfl increase af,14i[per cettt, 
*%t the boaorn "crtfie ^ex^ecwa- 
■ ®rfaure for the sector. • "• -•■ 

flnalpaymeni' crf U.7p,' 
m make I73b<ISJ31Bp) for the 
to Marcfr3l, vrasT&artefl-' 
te to 

^HSZ^OEWa^^ r 

• ^Mr AJan Shnthf managing 
°£rector > shift the dividend 
feme ra "entirely conslst- 
j| 6 faiVfflth 

was set op-la 498B1 : - ■'"* '-■* - 

However^ Mr Smith' saill that 

-at prtvattsatibn tt: had been 
aa romed 1 Anglian's earnings 
per share fortius year tooidd be 
flat ln facf,’ they -came out 
sfl^htly ' ahead at 4&9p (42JLp), 
the - contributing factors being 
lower-thanrexpected construe- r 
‘‘turn costs and baneffecftroa- 

Sjtirry Tr uma g wn tawt ‘ .. . - --- --At. .- 

fr-frUaB ke:. moat Other - water 
Last year, 

^Ttinoved nmOir-ofiis barrow- 
t»So 0 S on to 'a tong-term basis, 


A or 


.ns 


Anglian Water 


Share price (pence) 
320 


300 



260 

SOUOK 


issuing tWQ*bonris in the ster- 
ling markets 

Anglian^ area has been one 
of Ihas^-post hard hit by the 
ttiTOT ghi-^iiTid winter 1989 
it has brought forward £25m 
worth ofischemes to boost sup- 
plies. Bufclfr Bernard Eender 
son, chairman, warned yester- 
day that $T-the weather became 
more extreme a hosepipe ban, 
already -^effective in some 
regions,; might have to be 
r extehdedi 

Tu rn over was up at £460.6m 


. (E401.3m), Including a .1 per 
cent volume increase In -the 
core business. - Investment 
expenditure was on target at 
£22 9 3 m (£i92n)). Net interest 
payable rose to £18.1m 
oaeono. 

• COMMENT 

-With Mr Byatt, the water 
industry’s regulator, firing off 
letters expressing worries 
about what big profit increases 
and ambitious diversifi cations 
mean for customers, investors 
have been smihng on conserva- 
tive companies hire Anglian of 
late. It has never been involved 
in the dividend race and its 
one acquisition, a sewage 
sludge digestion company, cost 
it £7.8ra last year. Some people 
are concerned it is keeping too 
loose a rein on operating coats, 
although there are plenty of 
excuses for last year’s increase, 
such as that it cut back a good 
deal pre-pnvatlsation, and pop- 
ulation -distribution in the 
region. Pre-tax profits of £175m 
are expected for this year. With 
a dividend of about 19J5p the 
prospective yield is over 7 per 
cent The shares look a sound 
hold despite the recent run. 


laifficulties 


SJEBprqflt 

—By MicMyo Nakamoto 

DIFFICULTIES / - in- world 
aerospace markets' depressed 
i .first-half p ro fi ts at fthnson A 
Firth Brown, the -Sheffield- 
phased -metals mid M yfaWfflHg 
1 -group, which reported pre-tax 
.profit to March 31 down from 
, i f ^.ftnto£SfBm. r - 
ji-n The decline was on turnover 
of £G 0 A 8 m (£60.15m) , ind pdlng 
a first cwifrflM^inn . from Mon- 
foe Forgings, acquired in Tab- 
ruary to provide JFB with an 
entry into the valuable US 

yfnqeirp wwApf 

- T About hatt the foil in pretax 
^ jroflts was doe to the sale of 
.ptfsociate ...businesses 
' .^mou mied . in December, the 

* Nevertheless its aerospace 
business," whlCh“cottiprises 
Zabout^SS per cent of overall 

U sales, mrffrrfof 'lr 
do wnturn in the ftrsthalf. with 

3 sales about 25 per cent lower, 
said Mr George Bardie,. Joint 
Hnflg ing director. - 
Tte group warned that wiffi 
jj aerospace markets faced with 
3 continuing difficulty, it expec- 
3 ted the second 'half to be “at 
a least as difficult as the first 
„halL" 

3 It was m a intainin g p strong 

4 AvppmWrrro pnp im\tn p 

3 with spending- of£3m in the. 
3 first half expected to rise to 
§ £Bm for the foil year. 

The interim is heM at Ip ■ 


No pay rise for Bank of 
Scotland top executives 

By dairies Buxton, Scottish Correspondent . 


THE TOP executives of Bank 
of Scotland are taking no 
inmease in salary this year. Mr 
Bruce FattoQo, who took over 
yesterday as governor of the 
bank, said the decision had 
been taken in order not to prej- 
udice negotiations, npw bong 
fhm’Hww! on staff pay. . * ■ 

- The issue emerged at the 

annual wiwnHn^ wfawi g ahfltn - 

holder pointed to the 19-5 per 
cent rise in director’s fees 
noted In the annual report 
ago*™* the 81 per cent foil in 
pretax profits, its first since 
196S. Sr Thomas Bisk, outgo- 
ing governor, said the increase 
in the foes of directors, all of 
whom, are non-executive, 
referred to last year and no 
rise was proposed for this year. 

Mr PatthBo said the manage- 
ment board of ftlll-time execn- 
tives was.- not taking, an 
increase in order to encourage 


a wiwtowta settlement of the. 
staff i pay 'claim. "The ffaanMai 
services industry has been 
somewhat irresponsible in the 
last few years,” he said. 

At the other leading UK 
banks only the directors of 
Midland are taking a drop in 
pay this year. 

Sir Thomas «nd the recent 
success of the bank’s £194m 
rights issue, which was 98 per 
cent subscribed, showed the 
confidence that existed. 

Unlike Sir Thomas, Mr Pat- 
tullo is to be executive gover- 
nor, the first in the bank’s his- 
tory. Up to now he has been 
deputy governor and group 
chief executive. Professor Jack 
Shaw, former director of Scot- 
tish Financial Enterprise, and 
Mr Thomas Hutchison, an 
executive director of imperial 
Chemical Industries, were 
elected deputy governors. 


All-round rise at Marston 

By MJaSyo NaSarobto ^ 4 * 


A FIRM 3USE in beer safes and 
a strong increase in the contri- 
bution from food sales at its 
catering houses, supported a 6 
per cent rise in pre-tax profits 
at Marston, Thompson & 
Eye rah ed, the brewer, for the 
year to March 3L 
: Marston saw taxable profit 
rise to £JA3to from a previous 
£T7.35m on turnover up by 1&6 
per cent from £92.13m to 
2107.38m. . 

- However, market conditions 
wirich deteriorated towards the 


tws NoncEDoes NOTCONsrmrre an curat for sale and 

THE LOANSUSTEDBBJOW ARE NOT MAILABLE FOR PURCHASE 
DIRECT FROM THE BANK OF B46LAND. OFFICIAL DEALWGS IN. 
THE LOANS DN THE NTBMA310NAL STOCK EXCHANGE ARE 
EXPECTS) TO COMMENCE ON TUESDAY, 71THAJNE 1991. 


ISSUES OF GOVERNMENT LOANS 


The Bank of England' announces that Har M^esty's Treasury has 
created on 10th disie 199 1, and has issued to the Baric, additional 
amounts'as indicated of each of the Loans listed below: ; 

£300m»fon 10 per-cent TREASURY. LOAN, T994 

£ 100 mSUion’ : « percent TBEASURy LOAN, 2007 

Th» price paid by thafoank on issue waa^ ^in oach case tlw rnkWla 
merit et price of the relavam Loan at 3.30 p.m. on 10th June .1991 
as certified by the Gbvamment Broker. 

tn each case, the amount isauad on 10th June 1991 represents a 
further tranche of the relevant Loan, ranking in ad respects pari 
pttssa with that. Loan and subject to the tenro-and conditions 
applicable to that Loan, and subject also to the provision contained 

in the final paragraph of this notice; tha current provisions for Capital 
Gains Tax are described below - 

. Application has berm made to the Councd of^ The International Stock 
Exchange for each fa r th er tr a nche of the Loans to be admitted to 
toe Official List. ■ 

Copies of toe proapectuaasifor 10 percent Treasury Loan, 1994 
dated 2nd January 1 987 andBJper cent Treasury Loan, 2007 dated 
1 1th July 1986 may be obtained ftom toe Registrar's Department, 
Bank of England JNew issued, Southgate House, Southgate Street, 
Gloucester, GL11UW. 

The Loans am repayable ax par, and interest is payable huff^Baity 
on the dates shown betowr '. 


Loan 

10 per cant Treasury Loan-, 
1994 


Redemption data Interest payment 


toh June 1994 


i€tbJ!uty2007 


9rh June 
9th December 

16th January 

TEdiJuly 


The further ttariitoafi of 10 percent Tfewiury Loan, 1934 and 84 pea* 
cent Treasury Ldffli, 2007 wB rank for a TUB six months' Interest on 
toe next int ere st payme n t dateoppScabbrto the retevant Loan. - 

Each QC .toe Loans referred: to h this qdtfce 'K specBfed wider 
paragraph tof Schedule 2 to thoCaprM Gate fox Act 1979 as a 
{pit-edged secmlty (under-current tegtoatkw exempt from tax on 
capitrtigakieyiirespective of the perfod fw which the Loan is hek^- 

Go v e rnm ent Smament '• ■ 

AttanticBT (s drewh fo' tha statement osied byifter-'N^Csty's 
Treaawy on29diMay. .T985 tf*ato«xplas^ that, lathe interest of 
the orderly conduct of. fbcai poiicy, neither HeT I^Jesty'a 
Govemment nor toe Bank of.Bt^and or their respective servants 
oraganrnonckjrt^awcgack»ata>cchan 0 eadeaded r onbutrwtytrt 
announced, even where they may specifically ^affect the farms on 
which, or towmncfikmeiflidv'vtfbftiL these further tranches ofthe 
Loans are Issued or sold by or on bahaJf of the Goverrenem or the 
Bade; torn no responsftBty cau therefore be accepted for any 
orresapn to make such dladbaure: and that such onwwton shafi 
neither reodar wry transacdon pable to be set aside norgive rise to 
anycWmtevcow^Miwation; - 

BAMCOF-B^CAND -X-'’ V ; ‘- 

london v... V 

10 th June 1991 " ■ ' 


latter part of the last financial 
year have not improved. 

Beer sales over the year 
grew by 5 per cent as a result 
of the group’s emphasis on 
sales of. its Pedigree and low 
carbohydrate Low "C” sales 
through other brewers and 
wholesale channels. 

The group’s tied trade busi- 
ness, with 741 tn Its tenanted 
estate at the year end, was 
adversely affected by the reces- 
sion an d beer volume in thiw 
sector ML Tavern Tables, the 
catering houses, increased, its 
profits contribution by 85 per 
cent due to a rise in food sales 
of over 80 percent 

Earnings per share rose 
nearly 10 per cent to 14.44p 
from a previous 18J.6p. 

. . A recommended final divi- 
dend of 2L2p (2.91p) makes a 
total Of L 46 p (4.02pX 


Slump in 
UK housing 
halves 
Meyer 

By Jane Fuller 

THE SLUMP in UK housing, 
which has seen the number of 
housing starts foil by more 
than 20 per cent in each of the 
pad two years, hit profits at 
Meyer International, which 
includes the Jewsan builders’ 
merchant Chain- 

Taxable profit fell by 49 per 
cent from £70itm to £S6.1m on 
turnover that slipped to 
£1.13bn (£i.i4bn) in the 12 
months to March 31. 

The dividend was neverthe- 
less maintained at l&5p, after 
a 12L3p final. It was covered 
1.7 times by earnings per 
share of 27.9p (54_8p). 

Sr Oscar DeVUle, who will 
retire as dwhuwg fa Septem- 
ber, said the business had been 
affected by a drop hi repair 
work as. well as by reduced 
bufljffing. 

The size of the Jewsan chain 
had been virtually maintained 


at 207 (209) outlets. 

Jewson’s operating profit 
fell to £26.9m (£36m) on sales 
of £419. 7m (£4 64.9m). Sir 
Oscar said he expected repairs 
and home improvements to 
pick up quickly alongside 
house moves. 

In forest products, the 
wholesale side saw pro fit foil 
to £10.9m (£13. 7m) and the 
merchants contributed £ 6 JSm 
(£7 An)- Between them, sales 
wore £293JEm (£301m). 

Pont Meyer, in t he N ether- 
lands, which like UBM was 
acquired in 1988, fell sharply 
to £7. 6 m (£L2.7nO on sales of 
£S4SAm (£23lm). The pxevlous 
year bad been a particularly 
good one and timber stock 
losses had accounted for £L5m 
of tow dedine, he 

Another inheritance from 
Norcros, the Cadd plumbers’ 
merchants, had plummeted to 
a loss of £5Jhn from a £Llm 
profit Turnover fell to £82JBm 
(£87 Am) as the old business of 
serving contractors was 
phased out 

• COMMENT 

As Meyer reached a profit 
peak of £87Am in 1988-89, it 
embarked on expansion in UK 
merchanting and abroad, 
starting with the Netherlands. 
Neither has provided much of 
a cushion ^winu t the down- 
turn, in UK housing, although 
some disposals and prompt 
pruning of overheads have 
helped to limit the damage. 
The balance sheet has stayed 
strong enough to Justify a 
maintained dividend. Now it’s 
a case of guessing when the 
upturn will come. Cold ami- 
fort was offered by Sir Eric 
Pountain at Tarmac’s animal 
meeting yesterday. He warned 
that the trading Hfamfo had 
got worse. It looks as though 
the first results presented by 
Sr Oscar’s successor, Mr Bich- 
ard Jewsan, wflQ be a grim set 
of interims. However, the elim- 
ination of timber stock losses, 
a reduced drain at Cndel and 
the beginning of a recovery at 
Jewson should provide modest 
praBt growth to £39m, giving 
a prospective p/e of 14J> on 
yesterday’s dose of 421p. As 
the multiple foils to about 10 
on a 1992-93 forecast, the price 
looks fair. 


National Grid beats 
forecast with £111.6m 


By Clanw Pearson 

NATIONAL GRID, the 
transmission company which 
Is owned Jointly by the English 
and Welsh regional electricity 
companies, yesterday exceeded 
its privatisation forecast with 
the announcement of current 
cost post-tax profits of £ll.L 6 in 
for the year to end-March. 

The result compared with 
£L04£m, the forecast made in 
the regional companies’ flota- 
tion prospectus last November. 

But Hw company is paying 
out only the forecast amount of 
£i04.5m in dividends to the 
companies which each own 
between 5.4 and BL5 per cent of 
its to araa 

Mr John Uttley, finance 
director, said tins was seem as 
a “good, prudent starting 
point* for future dividends. 


He added that, with historic 
cost post-tax profits standing 
at £259.5in, against a forecast 
£24L4m, dividend cover was 
248 l “We have always seen 2.6 
as a se n si b le cover ratio," he 
said. 

At the pre-tax line, e n w e nt 
cost profits were £237.8m, 
against a forecast wm sw In 
historic cost terms they were 
£385.7m, against £361.2m. 

Capital expenditure was 
£64m hi gher than last year but 
giQm lower thaw forecast, <hia 
to lower spending on the non- 
transmission business. 

Net interest charges were 
£79m. 

Turnover was £L14bn. 

The company derives more 
than 80, per cent of Income 
from charges to grid users. 


DIVIDENDS ANNOUNCED 


Current 
• • payment 

Date of 
payment 

Correa - 
ponding 
dividend 

Total 

tor 

year 

Total 

last 

year 


July 31 

3.18 

633 

5£ 

Aswrahain bril tin &.1 

Aiq 5 

8.1 

11 ^ 

11 A 

Anglian Water 11 J 

Oct 1 

•1021 

17.5 

15l3J 

BSS Group ffin 115 

July 25 

11.5 

17^5 

17^5 

BurndKM Sneete—Jnt 2 

Sept 2 

3 

- 

8 £ 

Cushat . Jin 02 

Oct i 

0.1 

02 

ai 

Drummond - — . — ~fln OA . 

Oct 1 

1 JS 

1 

235 

F^fea inf 0.3226* 

July 31 

02933 

- 

1.0353 

Jofatsoa a FMh .ini 1 

July 26 

1 1 

- 

3 

London A Ctydas — irti 1.8 

July 23 

1 A 

- 

7 

Itanton Thompson _fln - 3^ 

Aug 17 

2 A 1 

4.46 

4.02 

HeyerM ^Jin 12 J 

Sept 2 

12.3 

1&5 

1K5 

WdlandsRadlo irtt 15 

Aug 7 

Z5 


4A 

Northern Foods »^Jin 8 ^ 

Aug 23 

7J2S 

145 

125 

Oobnnss A UHte-^Jln 2J35 

July 24 

18 

4JS5 

5.8 

Oxford kistruBMi ZB 

- Oct 1 

2.7 

4.15 

3 A 

Satetand Jin 0J3 

Aug 30 

224 

1 . 

3.&4 

S®ssfc ; — Jin 1 

- 

• 1 A 

1 

25 

United Drug % IAS# 

June 28 

1.75 

- 

5.75 

Voeper — — fin. 7A75: 

-Aug 20 - 

- 6.75 

11.375 

9A75 


Dividends shown pence per' share net except where otherwise stated, 
•Equivalent after allowing for scrip Issue. tOn capital Increased by 
-rights 'andfor acquisition .issues. 5USM stock. fPro-fanna payment 
4 Hrisb currency. 


Anglian Water 


Preliminary results for the year ended 31 March 1991. 


it 


Having 


consolidated on a 

successful start, we 
are now in a strong 
position to achieve 
our investment, 
customer service 
and profitability 
objectives... 
the company is 
well placed to build 
on its strengths for 
the future benefit of 
shareholders, 
customers and 
employees." 

Extract from the Report ofthe Chairman, Bernard Henderson CBE. 


Anglia 

yeare 

♦ Profit 

♦ Eamini 

♦ Full 

♦ 1 

Hn 


ary Results for the 
1 . 



Earnings per share mi . 

Dividends per share SSMij 


The 1991 Report and Accoun 
Copies may be obtained from' 
House, Ambuiy Road, Hunti 



15.: 

i-foSna basis 

on 1st July. 
, Anglian 
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ANGLOVAAL GROUP 


Declaration of Final Dividend - Year Ending 30 June 1991 



Drv4fW»ds have today been declared In tfw currency of the RepiASc of South Africa to IwkJerc of shares 


of address or dividend mstiuctions 

Period during which transfer books and registers of members 


20 June 


wfil be closed (both days indusiw) 


Saturday/Friday 29 June to 5 July 


Currency conversion dale for sterfing payments to 
shareholders paid from London. 

Dividend warrants posted (on or about) 


Monday 

Friday 


8 Jvfy 
2 August 


NMotCMivm* 

(OnXnwyahorea 


OMdwid (Mired 
Cents P*r Share 


Total For 
rtaande l Voor 


Anglovaal IsL 3 and 4 

Rag. No. 060*66006 

OnSnary 

NOnflnonr 


(W — f m Ai— ») Ud. 
Rog. No. OSOMflaOS 


Jura 

mi 

JUM 

1900 

kantePw Store 
1001 1000 

62 

62 

92 

92 

eg 

62 

92 

92 

4 

4 

6 

6 


CamoUaM Profit 
EaMHd Aaid 
1001 1000 
woo moo 


Amount MwM 
By OMdontbt 
1001 1000 
woo moo 


288000 I 290200 1 84000 30800 


48 530 I 28 311 I 28627 21031 


NOTES: 

1 The dvidefids are paid subject to conditions which can be inspected at the registered office or office of 
the London secretaries of ihe companies. These companies are incorporated in the Repubfc of South 
Africa 

2 . Consofictated profit figures are after taxation, outside shareholders' interests and preference cfvidends 
but before extraonSnary items, and amount absorbed by dvidencfc includes preference dvktends. 

3 . Certain compsrafivw have been restated to take into aooount changes in the company's capital structure. 

4 it has been annud practice to declare final dhridends and pubfosh preSminwy final results for the financial 
year to 30 June at the beginning of June. Due to the expansion ot the Group over the years, which has 
resisted in many more substfaries to consolidate, ft has become increasingly difficult to estimate the , 
yev-end remits accurately ttw eariy. As a nosutt, tfie preSminary results ahead of the financial year-end I 
requae a conskterabte degree of estimation and they are. therefore, pubflshed very conservatively. 1 
resulting ki increasing deferences beeraan tire preiminsryresutis and the finafauGftedSgures. In future. , 
therefore, and in Brie with normal business practice, the final dividends frill be declared and the annual , 
results published only whan the audted figures are avalable diring September. Fbr similar reasons, the 
htertoi dhridBndswi be dedsredsinutaneous^ with tfw pubkatton of the halfyeaify results during tiw : 
first quarter of the calendar year. 


By ardor of the boards 


Anglovaal Limited 
Secretaries 


London SeeraMufea 


Regbtaced Office 


per : E.G.D. Gordon 


11 June 1991 


Anglo-Transvaal Trustees Limited 
295 Regent Street 
London W1R 8ST 


Anglovaal House 
SB Main Street 
2001 Johannesburg 


This notice is issued in compliance with the Regulations of The International Stock Exchange of the United 
Kingdom and the Republic of Ireland Limited (“The Stock Exchange"). It does not constitute an invitation 
to any person to subscribe fbr or purchase any of the Convertible Cumula ti ve Preference Shares. 


FYFFESplc 


(incorporated in Ireland under the Companies Acts, 1963 to 1977) 


PROPOSED RIGHTS ISSUE 


56,792,500 IR8.25p (NET) CONVERTIBLE CUMULATIVE 
PREFERENCE SHARES OF IR£1 EACH 


at IRllOp per share 


underwritten 

by 


DCC CORPORATE FINANCE LIMITED 


Application has been made to the Committee of the Irish Unit of The Stock Exhange and to the Council 
of The Stock Exchange for the whole of the above-mentioned Convertible Cumulative Preference 
Shares to be admitted to the Official Lists in Dublin and London. It is expected that dealings in the Con- 
vertible Cumulative Preference Shares will commence on 5th July 1991. 


Details of the above-mentioned shares are available in the Companies Fiche Service of The Stock 
Exchange. 


Copies of the listing Particulars may be obtained during normal business hours on any weekday up to 
and including 14th June 1991 from the Companies Announcements Office, The Irish Stock Exchange, 
28 Anglesea Street , Dublin 2 and from the Companies Announcements Office, The International Stock 
Exchange, 46-50 Finsbury Square, London EC2A 1DD. Copies may also be obtained on any weekday 
(Saturdays and Bank Holidays excepted) up to and including 26th June 1991 from: 


Fyffespk 
1 Beresford Street, 
Dublin 7. 


12th June 1991 


DCC Corporate Finance Limited, 
DCC House, and 103 
StiUocgan, Mount Street, 

EUackrocfc, Lond on 

Co. Dublin. VV1Y5HE. 


saTKH&A. 

S1CAV 

2, badtrari Royal L-2953 L«aab»ct 
R-C. LUXEMBOURG B-20B5S 
Nonce b ben*? gnen 10 (he ifaanhakkrn. Uni (he 

ANNUAL GENERAL MEETING 

of ihaidiolden of SCI TECH S.A. will be held at Lbc bead office of Baoqne Uneraatioaok 
i Lim ernh wng. Sodcti Anooymc, 2. boulennl Royal. L-2953 LuMmbMn. on Frida,. 
Jane ZH, mi ai 3.00 pjn. with the fonawing agenda; 

1. SohnriMion cf Lhc xrporU ct Ihe Stwd of Director, and of lie AmUtor, 

2. Approval of Hie Suiemeni of Nev Audi and of ihe Suieuenl of Opaacioai M al 
Man* Jl. 1991: 

y Approp ria tion of net mala: 

4. DiKharge of Ihe Direnon and of Ihe Auditor with ree p e ei io tWr performance of duties 
for (he par ended March It, 1991: 

5. Efcewm or redccum of Dmwon; 
ft. MnecSaneow. 

The (harefaoldn an advised that no quorum a icquireii for the desns os ihe agenda of ihe 
Annual Gcmal Meeting and that dedswo* oriD be uken on a staple mejorny of ihe Am 
pmern or iqoeaiiled al Use meeting with no mcrkaioD. 

In order to a Head Ihe meeting of June 28, 1091 Use oumeri of bearer sham «fll haw lo 
dcpostL ihdr shares FIVE dor days before (he meeting ai ihe office of Use 

Compan, or wtlh one of Lbc foUovrmg banks 
-BANQUE INTERNATIONALE A LUXEMBOURG 
2. boulevard Royal 
L-2W1 LUXEMBOURG 
-BANK MEES & HOPE N.V. 

548 Heesyneht 
NL - IOI7 CG AMSTERDAM 
-LOMBARD ODIER A C1E 
II. roe de la Conaiole 
CH - 1SU GENEVE 

The Booed of Daemon 


Correction Notice 


PAN-HOLDING 


SOCIETE ANONYME 
’ LUXEMBOURG 


In tire Notice published in Ihe 
Financial Times on 11.6.91 it 
waserrsnaousfyststedihBtSfr 
Ronald L PRAIN, OB.E. was a 
Director of PAN-HOLDING SA 
since 1981. He was in fact a 
Director since 1961 


USS Mt uffiJW II 

Hosting RMi Suftortiuted Loan PsfUdpukxi emulates dw 3000 
ImimI by J P Morgan OnbH for th« purpose funding and maintaining a 
auboRflraiMf loan to Ths DsMcH Kangyo Bank. Limited 

Notk» Is hereby given that therms of Interest applicable to payments under the 
ceriWeatas correaponffing to payments of interest under the low is, for the 
Interest Period tom 11* June, iWi to nth Septomber, 1991, 6.4375% per 
annum, with a Coupon Amount of USS4,ii2.B5 per USS 260,000 
Cedflca»,payable on 11* September, 1991. 

OaWcH Kangyo Bank (Luxembourg) SA 
Agent bank 


CAL INVESTMENTS LIMITED 

VBUKnOFTWGECtMT1ESaMDnnURE3AtflHORnVIJUnB> 

INVESTMENT MANAGEMENT IN FOREIGN EXCHANGE 
AND FINANCIAL FUTURES 

CALL PAUL GLEBSOW ON TEL: CT1 7B9 2233 FAX: P71 7B9 1321 


FINANCIAL TIMES WEDNESDAY JUNE 12 1991 


Refocused Amershani 
declines 31% to £16.5m 


UK COMPANY NEWS - 

Oxford Instruments 
falls 18% to f 12.8m 1 


By Jane Fuller 


AMERSHAM International, 
which makes radioactive pack- 
ages for medical, industrial 
and research uses, saw pre-tax 
profit foil toy 31 per cent in a 
year of change for the group. 

It moved out of riirrical diag- 
nostics, including the expen- 
sive-to-devdop AmerUte prod- 
uct, and made an important 
radlopharmacetrticals acquisi- 
tion in the US. 

Pre-tax profit fell from 
£&%□ to &&&& in the year 
ended March 31 1991, but the 
previous year was flattered by 
a £5.7m exceptional surplus 
after the sale and leaseback of 

the head office. 

Turnover went up from 
£207.7m to 9242.4m, affected by 
an overlap between the pur- 
chase of Me di-Physics in the 
US and the sale of the clinical 
diagnostics business. 

Mr Kirk Stephenson, finance 
director, said that without 
those two distortions, sales 
grew by 95 per cent at con- 
stant exchange rates. 

The biggest profit contribu- 
tor was life science products, 
which supplies academic insti- 
tutions with isotopes. Turn- 
over inched ahead to £80.7m 
(£78.9m) but operating profit 
fell to £lS.Sm <£183i n). 

Mr Bill CasteH, chief execu- 
tive, said the economic slow- 
down in various countries had 
led to cuts in university spend- 
ing. Competition intensified 
arid prices woe cut to main- 
tain market position. 

In pharmaceuticals products, 
for diagnostics and cancer 
therapy, turnover shot up to 
£57£m (£3L8m) after a £22m 


Tie Rack 
calls for 
£3.1m 


announced the splitting of the 
chairman and chief executive 


chairman and chief executive 
posts. Mr Roy Bfehko, becomes 
executive chairman and Mr 
Nigel McGinley chief execu- 
tive. Additional non-executive 
directors are to be appo in ted. 

Some shareholders have 
agreed to take up 2&3 per cent 
of the issue with a further 47.4 
per cent to which they were 
entitled being placed. The 
remainder has been underwrit- 
ten by Samuel Montagu. 


Restructured Casket 
achieves £212,000 


The major corporate restruct- 
uring carried out by Casket is 
showing through In results, 
and for the year ended March 
31 1991 the group made a pre- 
tax profit of £212.000, compared 
with a loss of E3.«m in the pre- 
vious nine months. 

Also, net bank debt levels 
fell from £17^8m to £7-Sflm. 
and will drop further in the 
current year as the full impact 
of working capital controls and 
the elimination of loss making 
businesses were felt, said Mr 
Joe Smith, chief executive. 

The continuing businesses - 

making and importing clothing 


|Sl q r[ee BoIAw erf 

EUBOFEAN INVESTMENT BANK 
tattmUatoOraHan 
Rooting Ibsa Kfena 
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Bill CasteH: prices cut as 
competition, intensified 


injection from Medi-Physlcs. 
But it also accounted for most 
of the division's £2.4m operat- 
ing loss (£2J>m profit). Sales of 
Cere tec, the brain imaging 
agent. Increased from £6m to 
£i0m. 

Industrlal products was hit 
by the UK government’s unex- 
pected closure of reactors at 
Harwell. New isotope sources 
had to be found and price 
increases totalled more than 
£ 2 m. Operating profit fell to 
£5Jm (£8 2 m). 

Clinical reagents, which cov- 
ers the business sold to Kodak, 
greatly increased its profit con- 
tribution to £9.4m (£L9m) after 
the tap was turned off on 
Amerlite's development This 
year royalty payments of at 


NEWS DIGEST 


TIE RACK, the specialist 
retailer, is to raise £3.1m net by 
a rights issue of 17.12m shares 
on a l-for -2 basis at 22p each, 
compared with yesterday's 
closing price of 26 p, down 2 p. 
The proceeds will be used to 
strengthen its balance sheet 
The company also 


and leisure goods such as bicy- 
cles and toys - made trading 
profits of £2 .93m (vim for the 
period). Discontinued activities 
- household textiles and fab- 
ric manufacture - cut their 
losses to £799,000 (£L94m). 

Reorganisation involved a 
£5 .Sm rights issue, the sale or 
closure of a number of busi- 
nesses and the disposal of sur- 
plus properties. Extraordinary 
charges were £5£lxn (£2m). 

Earnings per share came to 
0.4p (losses &6p) and the divi- 
dend is doubled to O^i. 


Bumdene declines 
33% to £1.47m 


Taxable profits at Bumdene 
Investments, which has inter- 
ests in caravans, hosiery and 
property, fell by 38 per cent, 
from £2J9m to £l.47m, for the 
six months to March SL 
Earnings per share were 
reduced to 9£4p (14JJ7p) and 
the interim dividend is cut 
from 3p to 2p. Turnover 
amounted to £23Jhn (£24.4m). 


Safeland reduced 
to £335,000 


Safeland, the property group, 
saw Its taxable profits drop 
from £3JMm to SSBSfiOO in the 
year ended March 31. 

Earnings fell from UL4p to 
Lip and a cut in the final divi- 
dend to O^p (2-24p) Is recom- 
mended for a lp (3B4p) total 

Turnover declined to £lL88m 
(£2&89m) with operating prof- 
its at £L05m (£3.T9m). 


Lower revenue hits 
Midlands Radio 


Lower advertising revenue, 
particularly national sales, left 
Midlands Radio, the indepen- 
dent radio operator, with pre- 
tax profits of £307,000 in the six 
months to March 3L a fell of 69 
per cent cm £981,000. 

Turnover was £4.62m 
(£5J23m). After tax of £104,000 
(£343,000) earnings per share 
were L55p (4£6p). The interim 
dividend is cut to L5p (ZSp). 


United Drug makes 
6% improvement 


United Drug, the Irish Repub- 
lic-based pharmaceuticals, con- 
sumer products and medical 
equipment group, achieved a 6 
per cent increase in pre-tax 
profit to l£L22m (£ 1 J-Im) for 
the half year ended March 31. - 
The previous figure was 
iei ism. 

Turnover of this USM-quoted 
company was ahead at 
I£30.1Sm (I£2a53m) and earn- 
ings per share came out at 


least £5m would help to plug 
the gap, Mr CasteH said. 

Net debt rose to £4i.2m 


cent (24 per cent). The bulk of 
the money from the phased 
£84m sale to Kodak is due to 
come in next year. An extraor- 
dinary profit of £ 16 m was 
included in these figures. 

Earnings per share fell to 
l&2p <19p, or 33. lp i n c ln riin g 
exceptional profit). A main- 
tained final dividend of B.lp 
T^flitps an unchanged total of 
UAp. 


• COMMENT 

Ametsham's refocusing on its 
radioactive core has been wel- 
comed ami the continued reve- 
nue stream from royalties will 
reduce the ground to be made 
.up. Research and development, 
which used to cost £25m with 
Amerlite accounting for half, 
fell to £17m last year and will 
be lower ag ain this timg with- 
out impeding progress on same 
promising products. Yet the 
new management still has sev- 
eral niggling problems to solve. 
For instance, buying the Medi- 
Physlcs business was great 
strategy, but it needs turning 
round. The effects of disrupted 
isotope supply may also take 
some careful ironing out With 
a more favourable currency 
wind and some growth in the 
core divisions, pre-tax profit is 
forecast to be £19m this year, 
giving a prospective p/e of 
about 17. This looks ahead to 
the Kodak payments harvest as 
well as business recovery in 
1992-93, making it worth hold- 
ing. 


7 - 26 p (6.85p> basic and 6-5 7p 
(6.24p) diluted. 

An interim dividend of l-85p 
(L75p) has been declared. 


Osborne & Little 
slides to £892,000 


Osborne & Little, the wall cov- 
erings and home ftxmishings 
group, is catting its final divi- 
dend for the year ended March 
31 1991 as pre-tax profits were 
almost halved. 

Sir Peter Osborne, chairman. 


said the upturn expected in the 
second half did not materialise, 
and the group finished the year 
with a profit of £892,000. 
against £L73m. That included 
exceptional costs of £80,000 as 
compensation to a director for 
loss of office. 


gamings fell to 73p (15.18p) 
and the final dividend is 2JSp 
for a total of 435p (5J$p). 

Turnover rose to £18.5 7m 
(E16-58m). Gross profit margin 
fell to 54 per cent (55 per cent) 
because of the higher element 
of overseas sales and a change 
in the product mix. 


Manufacturing side 
boosts Hawtin 


Substantial growth in the man- 
ufacturing division helped 
Hawtin, the leisure group, to 
lift interim profit by 28 per 
cent, from £550,000 to £703,000. 

In the six months to March 
31 the division doubled its 
profit 

Turnover improved 9 per 
cent to £12.48m (£lL47m). 
Earnings per share worked 
through at 0M9p (OJiSp). 


London & Clydeside 
lifted to £855,000 


London & Clydeside Holdings, 
the only quoted housebuilder 
operating exclusively in Scot- 
land, achieved an 11 per cent 
increase in pre-tax profit for 
the six mo nths e nded March 81 
- np from £772,000 to £855,000. 

Turnover was 3 per cent 
alwari at £8. 65m fffldm) , and 
earnings per share increased 
from 5.4p to 6.ip. 

The interim dividend is 
maintained at L8p. 


APG seeking £7.4m 
from shareholders 


In order to reduc e geari ng and 
to fund investment in profit- 
able environmental activities. 


Allied Partnership Group is 
raising £7.44m net through a 
cond itional placing and open 
offer. 

Up to 45J9m ordinary shares 
are being offered at 17p each 
on tiie basis of 3for-5. 
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Gold & Silver to rally? 
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despite MRI gains 


By Mlchlyo Naiuunoto 


OXFORD INSTRUMENTS, the 
advanced instrumentation 
company, saw pre-tax profits 
before exceptional^ fell 18 p€!r 
cent from OA58m to £22.7Sm 
due to recession in the West 
disruption to the economies of 
the Soviet Union and Eastern 
Europe, and a strong pound. 

The fall in profits for the 
year to March 31 came despite 
the strong t uniround in its 
magnetic resonance imaging 
(MRI) business. Since forming 
a joint venture with Siemens, 
this has contributed £3 Jim t o 
group pre-tax profits as against 
substantial losses befpre. 

The reduced profit figure 
game on hi ghe r turnover of 
H0&46m (£103.45m). It does not 
include an exceptional of 
£717,000 arising from the relo- 
cation of certain busin esses . 
This compares with an excep- 
tional profit of £5JBlm in the 
previous year from asset dis- 
posals at Oxford Magnet Tech- 

nojgy. 

Including exceptional, pre- 
tax profits were down 39 per 
cent to £i2J)7m (£l985m). 

The effects erf recession in 
the West were felt in the disap- 
pointing performance from the 
analytical systems division 
despite a near 10 per cent 
increase in demand for its 
products. 

The semiconductor processing 
division, which manufactures 
the synchrotron, a semiconduc- 


increased total of 41£p &9pL t • . 

The shares doaed down 20p :»j 

at 233 p. :J- 


• commsmt: 

The near 8 per cent fell ori.ii; 
the day in Oxford** duns wah. 
a dear sign of the dfeappointf -i 
merit in the City at these- j. 
results from a group that has / 
attracted, some excitement 
after the impressive turnround ■ 
at its MRI magnet business.' v; 
Hopes had also been rising that m 
the group would go <m to score .- - 
anther mt with the synchro 
trorr, which enables semicon'r.^ 
ductor manufacturers to pack*.-'' 
more circuits on to nucrochipy r 
than is posrible with the cut-:k- 
rently d om inant system based 
on optical micndtthograph>i. os 
However, while its first syn- ^ 
cbrotroai has now been deUv- :i: 
ered to IBM, the group itself ia v 
cautious about the immediately-, 
prospects for the synchrotron/ 
The considerable investments: 
semiconductor manufacturers ** 
have already made in optical:^: 
printing methods means tbe*i. 
switch to an x-ray based sys* * 
tem is not going to happen:!- 
overnight. Having said that! 
Oxford appears to have madg.iL 
some of the right moves as it> 
waits for thing s to turn mom _ 
in its favour. It has taken stepsw 
to reduce costs and improve* 
manag ement efficiency andA 
increase R&D expenditure 
from £6.8m to £8.0m, Uofirfi 


inT-wr.i rrre « r. i , , 


based on x-ray mlcrohthogra- 
phy. suffered “a six-figure 


Warning s per share before 
excep rfonal5 were down to 
173p (2Lfe?)- Including excep- 
tlnnala, warnings were down to 
168p (2R8P). 

However, the final dividend 
is raised to 2^p per share com- 


It has a clearly stated 

goal of building up Its share of 
the important semiconductor 
market in Japan, which is cur- 1 
rently at less than 10 per cent: 
While forecast pre-tax profits 
of £L3m this year for a p/e ratio 
of 125 leaves the shares at 233p- 
l u nking fair for sow, the Ion 1 
ger-term picture looks promi^ 
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The Korea Equity Trust 

Internationa] Depositaiy Receipts 
Evidencing Certificates 2ri respect of 
1,000 Unite In the Thist 


NOTICE IS HERCTYQIVENteUfl l lhofclaf S ttWnia Kama Equity Trust has 
dodarod a (Rvidand In The RepubBc of Korea amounting to Won 23SO0O 
pgr Cartfficalab respect ot 1,000 unHa. payable on or afier July 1.1991. 
Payments of Coupon No 1 o( the International Depositary Rftceipte, vtfH be 
made on or after July 1, 1991 agakiot praoentatton of the Coupons to the 
Depositary or to one of Ihe Depositary Agents listed below : 


DEPOSnAKY 

Chase Manhattan Bank Luxembourg SJL 


5RuePteefe 
Luxembourg Grand 
L2012 Luxembourg 
DEPOSITORY AGENTS 
The Chase Manhattan Bank, fiA. 

Wbofgate House Chase Plaza 

Coteinan Street 34-35 Ctiung-dong 

London EC2P 2 HD Choong4cu, Seoul 

Republic of Korea 

Chase Ibmhattan Bank (SwUzerfmQ 
63 Ffuedu RhOna 
CH-1204 Geneva 
Switzerland 


The amount of doSara payable in respect al OoisMns presented to an Agent 
of the Depositary by Via Ctoea at Business on June 27, 1991 efwll be 9 m nri 
proceeds of the sale of Sm amount of WOn far US doBars at the prevaflfng 
tolographic transfer setilng rats of US doOara for Won aa quoted by a foreign 
axdhange bank ftt Kdrea on the day on wfiiQh ffw mlevanf transfer is mads. 
The dividend proceeds wffl be efistrfbuted to tDR hdden in proportion to 
Ihelr reapaottve antWement and alter Are deduction of afl taxes and fees, 
charges, duties and expenses of the Depositary. 

Afl Certificate holders are required to submit the name and address of a 
bank In New York and a US dollar account number (or payment, or an 
address for which payment should be sent by US dollar cheque. . 

Afi holders residing rn a country having a double taxation treaty with the 
Republic of Korea may obtain payment at a lower rate of Om Korean 
non-resldant withhofcfing tax. on cond itio n they furnish to either the 
Depositary or through one of the de sig n a ted Depositary Agents, a 
certHcate stowing their residence, together with a copy of the Certificate of 
IncorporaBon.cx. tor IndMduate, a copy otthetr passport These documents 
are requested by the Korean National Tax Admin is tr ati on Office as 
evidence of residence. 

Without such proof of residence, the fufl rate of 26,875 per Korean 
non-resfctent withholding tax wfll be retained. 

Afl documenlsshould be submitted to the Depositary or a Depositary Agent 


Chase Manhattan Bank Luxembourg SJL 
es Depositary 


Slough Estates pic 


Notice to holders of £150,000,000 6 per cent. 
Convertible Bonds 2003 (“the Bonds”) 


Further to the Notice given to the holders of the Bonds 
on 19th April, 1991 reg a r din g a possible adjustment 
which may be required to be made to the conversion 
price ax which the Bonds are convertible into Ordinary 
shares, Slough Estates is able to co nfirm that, in 
accordance with the terms of the Trust Deed, the 
conversion price has been adjusted from 324p to 318p. 
Such adjustment became effective on 6th June,' 1991. 

If holders exercised their conversion rights in relation to 
the Bonds prior to 6th June, 1991 and after 7th May, 
T99l, they will be entitled to be issned with addirionaJ 
Ordinary shares as if the adjustment to the conversion 
price had been made immediately after. 7th May, 1991. 


■$** 


„ * ■* 
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Dated 12th June, 1991 
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UK COMPANY NEWS 




Gidf war boosts prospects Institutional battle ahead for Tate & Lyle 


Mark Westfield assesses the latest stage in the A$325m bid for Bundaberg Sugar 


Bf AndrfurBoHpr . . 

VOSPEE THOENEYGBOPT, 
the.; Soitihamptoa-bssed war 
shir designer ;and i>aiider l i ; 1 
reputed a 19 .per cent Increase . 
in pre-tax profits to£i438min\ 
the year taMareh-31, i -j ' . 

However, *heffoxa> warned 
that uncertainty ^ver- orders 

for? mto&hftmterft fof - ftp* ftfiyq) 
Navy and Saudi Arabia, might" 
rewire it tp /majce . modest 
redactions :in ite-MWbstrong - 
workforce over fhe next few- 
mofaths anfoss new business < 
was obtaSned. 

Buring the past-year. Vesper 
sfredaoo jobs,: at an astxaordt 
nary cost of £L48m, but said: 
any ftutherjobcutswuuldbe 
on -a randr smatter scale. •. -•>. 

Turnover rose by 15 per-cent 
to £14Qm and camings rose by 
23 -per; cent to SOp. A. final . 
dividend of 737fip makes- a 
total. for the year of U375,an 
increase of 15 per cent. ~ . 

Ur Peter -Usher, hhainnan* 
daid ship .sales prospect* had 
bean enhanced py. .the pester 
mrinc a ot TTo^er-bnlft Hnnt . 
H|«mH nlaiBliBSjtt the Gulf . 
war, whichdealt with hun- 
dreds, of mines. 

*.; The company was. now build- 
ing the Sandown dass; which', 
wafc enteringRoyal Navy sarr 


vice and promised to be .even 
tfio» effective than the Hunt 
class. Sandown class ships 
under construction for the 
Royal Saudi l£aval Forces were 
progressing' WeH.; and produe- 
tivit^continned to Improve. 

Ftve^andown nnnehnhters 
have/beeh ordered by the Min- 
istry- Defence, two of which 
ar&^&eady in service,, and the 
graup. has instructions to pro- 
ceed- with six for -the Saudis. 

3^e. first Sauifi ship is virtu- 
ally completed, the second has 
bpen launched: and the third 
will 1 be tieftsered in 1991 Dis- 
cussions. on: funding ior the 
secondbatchof three for Saudi 
Arabia continue. . 

Mr Usher, said that while no 
decisions’on naval procure-, 
meat had iyet- been announced, 
ft mw. seemed likely that an 
expected orders forup to seven 
Sandowh jamehunters would 

'.he . delayed, and -perhaps 
reduced! ;... 

. He was confident that 
changesJn.UK defence policy 
would hear less heavily on 
Vosper than most defence sup- 
pliers,, not least because more 
tban ffi’per cent of Us output 
was expiated. 

Vosper had year-end cash 


balances of £34m. Mr Martin 
Jay. managing director, said he 
was keen to make acquisitions 
in non-defence markets, which 
currently account for less than 
.10 per cent of group output, 
and prices of businesses were 
becoming more reasonable. 

• COMMENT 

Vosper had a good Gulf war, 
and the experience of Kuwait 
has certainly done no harm to 
the market for minehuntere. 
Along with every other defence 
supplier, the company's out- 
look Is clouded by the uncer- 
tainty currently gripping the 
Ministry of Defence as it pon- 
ders. the Options for Change 
review. But Vosper’ s strong 
exports and £400m order book 
mAflng ft is mmh better pl«K*^ 
than many other defence con- 
tractors, a sector which the 
market has been shunning. 
Forecast pre-tax profits of £16m 
and earnings of 34.5p put the 
shares, up 9p yesterday to 248p. 
on a prospective multiple of 
just over 7 - a 40 per cent 
discount to the market That 
seems very reasonable, given 
the company's full order book, 
canny management f»nd strong 
cash position. .. 


Bad debts hit Lombard N Central 


Trust 

<tKc 55 

. -.cc'? 


By DavtdBarchard 

1 . ‘ /,s 7 • 

BAD DEBTS' pushed Lombard 
Nqrth Central, , the finance 
hopes subsidiary of National 
Westminster Bank, into a pre- 
tax, loss of £L4m in the half 
WAnr p nd j rMr Ma roh 31 1991. 

, However a £9m -tax credit ■ 
/ meant that the. group made a 
I post-tax profit of £73m, down 
from £i53m a year ago. 

' Lombard North* Central is. 
i the first of the lartre -finance 
I houses to announce its results. 
•; fts'latest figures suggest that 


49% advance 
for Airsprnng 
Fiirnitnre 

Airsprnng Furniture Group, 
which ' trades . on the TJSM. 
announced, a- 49 per cent 
Increase in taxable profits for 
tbj year to Knch SiL ’ 

Mr John Yates, the chair- 
man, said Hit result, up town 
£2JsSm to gfcJteiy waraeMgsefl: 
at ^a time when inlEKd rates 
were high and the furniture 
market as a whde.had fallen 
by* some 5 per cent in; real 


1991 is turning out to he an. 
even more disastrous year for 
asset-based lenders than 1990. : 

Though profits before bad 
debt charges rose by 21. per 
cent to £S0.2m (£66.1m), the 
charges rose' from £423m at 
the same point in 1990 to' 
£813m. . - 

Bad debts hit almost every 
form bf lending in ' which 
Lombard .North Central is 
engaged, according to the com- 
pany, and were not concen- 


trated in a particular sector. 

“The magnitude and extent 
of the adverse effects of the 
deteriorating economic envi- 
ronment have been far worse 
than were ever contemplated.” 
said Sir Hugh Cnbltt, chair- 
man. 

Volumes of new business 
were generally lower than in 
1990, but the group now has a 
h»i»nw> sheet of around 
gamings per sharp foil fr om 
9.8p to fip. 


Drummond falls £0.4m in 
the red after exceptional 


Earnings: ’.per' share 
imbroved jbniU>lp to 223p 
and the dividend far the year 
is lifted to 638p (53p) with- a 
final of 3.7p (SOBp) proposed. 

Turnover rose by 27percant 
from £4334m t0 £5537m and 
operating profits came 
through at £4.43m {£2.74ra). 
Inforest charges advanced. to 
£997,060 (£374,000) but at the 
year end gearing had fallen to 
34$*r cent (44 per cetifi. 

The company has applied far 
a JULBsting. 


DRUMMOND GROUP fell into 
taxable losses of £3794)00 in the 
year to March 31 after an 
.axraptiofri&l. charite of £8824)00. 
The result compared with prof- 
its of KLOIhl • 

Mr Stefan fflmmnnifa, chair-. 

’ maB. T «a& , 'the charge resulted 
from -a number off problems 
which were not expected to 
recur. 

- The main oiks were a fell in 
the value of raw material 
: stocks and contracts faDdwing 
the abandoning of Australian 
[ wool price support and the liq- 
uidation of huge stocks of fab- 
ric as. s result of the Middle 
East crisis and foil in wool 
prices. 

I He added that the results 
although disappointing had 
L been Indicated at the, interim 
stage. Directors are proposing 
to cot the final dividend to 03p 1 
(L35p) for a total payment of 
lp (235p)- - ' 

The shares rose 4p on the 


day to close at 32p. 

Turnover increased to 
£35 34m (£28. 83m) helped by 
acquisitions, the benefits of 
winch are expected to begin in 
tiie present year. 

- A tax charge of £419.000 
-(£354,000) primarily repre- 
sented unrecovered Advance 
Corporation Tax, which should 
be recoverable against tax in 
the future; said Mr SimmrmriR. 

Losses per share ware LL28p, 
compared with earnings of 
239p. . 

Somic tumbles 

Reduced pre-tax profits of 
£50,113, against £206,242, were 
announced by Somic, the Pres- 
ton-based yarn and fabric 
maker, in 'the year to March 31. 

Bantings per share fen from 
6.13p to L59p and the dividend 
for the year is cut to lp (25pX 
There was no interim (lp). 



A lthough Tate & 
Lyle, the sweetener 
group, has cleared a 
major hurdle in its A$325ra 
takeover bid for Bundaberg 
Sugar with the offer's clear- 
ance by the Australian govern- 
ment, it still feces considerable 
opposition from institutional 
shareholders. 

Shares in Bundaberg, the 
Queensland sugar mDfor and 
rum producer, jumped 40 cents 
to A$4, which is 10 cents below 
the o ffer pri«, on thin volume 
following the news that Mr 
John Kerin, the newly-ap- 
pointed Australian Treasurer, 
had not stopped the takeover. 

Tate has so far secured just 
2.5 per cent of Its target's 
shares to add to the 23 per 
cent it bought before launching 
its bid 12 weeks ago. 

Shareholders nave been 
reluctant to grant the hostile 
bidder a free option over their 
stock by accepting the bid as 
long as the 90 per emit accep- 
tance condition remains in 
pinna TU ghiy conditional bids 
in Australia have a history of 
faffing well short of target 
Tate & Lyle and Mr Bill 
Beerworth, its Australian 
adviser,, will now try to per- 
suade the institutions which 
hold a total of 51 per cent erf 
Bundaberg, to accept They 
will emphasise the likelihood 
of the stock price faffing back 
to its prebid level erf below $3 
if tbn Offer Bilk 
Most of the institutions are 
expected to say no on the 
grounds that they believe the 
offer price is too low. 

Tate & Lyle said yesterday 
that more shareholder s than 
was generally realised consid- 
ered the 34 JO offer to be rea- 
sonable. 

Shareholders, particularly 

the Tnflnpwtial jnatitntinnB, will 

play a cat-and-mouse game 
over the wming fortnight with 
the suitor. Tate must decide by 
June 21 whether to renew its 



• *^T- A' 
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Political hurdle overcome: John Kerin, left, the new Australian Treasurer and 
Neil Shaw, chairman and chief executive of Tate & Lyle 


bid, which expires cm June 28. 

Tate & Lyle has refased to 
sweeten its bid but then it also 

had Hwiwt it WOUld inrrrepy* 

its original bid of 33.70. It 
revised its offer to 34.10 on 
April 29 when it lodged its for- 
mal takeover documents with 
the Bundaberg board. 

The institutions believe Tate 
& Lyle may be persuaded to 
improve its offer still further, 
(temonstrating that the battle 
for control now hinges on. 
price. Most institutions have 
done their own numbers and 
believe the stock is worth more 
than A34.10. 

If sufficient numbers of 
shareholders hold an to their 
shares, then Tate will not be 
able to attain its goal off efoar 
control In that case Talewould 
be unlikely to demonstrate 
that its bid was serious by 
dropping the wrfnfmnm 90 per 
cent flffvpfanw* condition. 

Tate is not taking any 
risksJt is engaging a finely- 
pitched strategy to avoid being 


locked in to a minority holding 
of between 25 per cent and 30 
p er cent with little control over 
its investment, which it consid- 
ers to be the worst possible 
result 

By doing this , however, it is 
ATpnirirtg to criticism that 
it is not serious in its ambi- 
tions on Bundaberg. 

Under Australian takeover 
rules, Tate & Lyle would be 
ahio to go into the market to 
buy as much stock as it could 
in tandem with its takeover 
offer if it were to declare its bid 

nnmnjitinniil 

An aggressor' can only buy 
up to 20 per cent of its target in 
the market if it keeps its bid 
conditional 

The superannuation funds 
holding the key to Bundaberg 
are aware that Tate bought 
only a token share parcel 
before launching its offer on 
March 19. In contrast Ranks 
Hovis McDougall, the food 
group, demonstrated its seri- 
ous intent when it raided the 


share market in April 1989, to 
go to the limit under the for- 
eign investment rules of 113 
per cent before bidding for 
Goodman Fielder Wattle, a 
rival food group 

Ranks withdrew its bid after 
Goodman damped its 29 per 
cent cross shareholding Into 
the laps of the fo rmidab le Sun- 
nin gdale trio. Sir James Gold- 
smith, Mr Jacob Rothschild 
and Mr Kerry Packer. 

While Tate is stirring up 
plenty of dust with its bidding 
tactics, the institutional share- 
holders are malting it dear 
they will not deal at A34.10. 
They are iwnHlng idgnals that 
Tate will have to offer more if 
it wishes to get at least 50 per 
cent of the stock. 

The UK group has denied it 
will do this, but it has the 
option of dipping into Bunda- 
berg's 39m in frmiking credits, 
equivalent to 11 cents a share, 
to nffar a one-off tax-free divi- 
dend in the event of its win- 
ning control This would effec- 


tively lift the offer price to 
A$4-2l, without Tate having to 
break its undertaking not to 
increase the bid price. 

One fund manager said yes- 
terday that an additional ll- 
cent dividend might do ft. 

Tate cleared the political 
hurdle after a wait of six weeks 
following advice from the For- 
eign Investment Review Board 
(FIRB) going to Mr Paul Keat- 
ing, theformer Treasurer, for 
consideration. The Treasurer 
has the discretion to accept or 
reject a recommendation from 
the FIRB. 

The delay by Mr Keating 
came during the lengthy 

lead-up and thpn unsuccessful 
challenge he mounted last 
Monday for the leadership of 
the Labour Party. 

It is understood the FIRB 
recommended that no objec- 
tion be raised against the offer. 
The test applied by the FIRB is 
that any takeover proposal 
should not be against the 
national interest 

When Mr Kerin, the former 
Minister for Primary Industry, 
assumed the post last Monday, 
however, there were strong 
suggestions in Canberra that 
he may block the bid. 

Queensland's 5,000 cane 
growers have . vigorously 
opposed the takeover bid. 
riaimmg that a multinational 
sweetener group would not be 
committed to their industry. 

Mr Kerin’s accession to the 
post was followed immediately 
by wild swings in the bond, 
currency and share markets in 
Australia because of uncer- 
tainty over the direction of eco- 
nomic policy in the wake of the 
change of Treasurer. 

Whether Mr Kerin had con- 
templated a change of direc- 
tion or not, his decision to 
allow the Tate & Lyle bid to 
proceed was consistent with 
the laisser foire approach of 
his predecessor. 


TO ALL CMB PACKAGING S.A. SHAREHOLDERS 


CMB Packaging 

pays dividends 
in shares. 


Ac the AGM of CMB Packaging SA. it was decided 
to pay a final dividend of FF 3.6 for the year ending 
31 December 1990. 

All shareholders of CMB Packaging have until 
31 July to decide whether they wish to cake their 
dividends in cash or in shares at a fixed price of FF123 
per share. 

Those wishing to reinvest their dividend in the 
company will be entitled to a number of new shares 
equal to their total dividend entitlement less French 
withholding tax (currently 25 per cent of the dividend) 
divided by the fixed share price of FF 123. 

Further information, including information on 
taxation, is available from CMB Packaging’s UK 
Transfer Agent, National Westminster Bank, Registrars 
Department, PO Box No 82, Caxton House, 
Redcliffe Way, Bristol BS99 7NH. 




AUSOWSLaCTED FREEPOST 
trwTiCT Hfuro- TNmhamMtT'ifri H imharti Rnad 
AkrtflchaB.CheshneWZAMIBa. 

-ftlqphooc 061*M 250ft Trier 66TO52. Anotas G. 061-928 6WS 

l** *■“» “*• “““ ' 

Barour caoeor inteiest races call up Ajowou teuteis 


Europe’s leading packaging group. 









30 


FINANCIAL TIMES WEDNESDAY JUNE 12 1991 


COMMODITIES AND AGRICULTURE 


Soviet aluminium 
flood forecast to 
reach 1m tonnes 

By Kenneth Gooding, Mining Correspondent in Brussels 


THE FLOOD of aluminium 
exports from the Soviet Union 
to the West would reach about 
im tonnes this year, a huge 
increase fom the 300,000 tonnes 
exported in 1990, said Mr Dag 
Flaa, vice chairman of the 
European Aluminium Associa- 
tion, yesterday. 

The torrent of metal was 
girp.ni y h av ing an impact on 
the London Metal Exchange 
prices because the Soviet 
Union had no direct customers 
and was spiling to brokers who 
used the exchange. 

Mr Flaa, chief executive of 
Hydro Aluminium of Norway, 
reached his conclusions during 
a recent fact-finding visit when 
be met senior members of the 
Soviet industry and ministers. 
He said the Soviet central 
selling organisation had allo- 
cated 800.000 tonnes of alumin- 
ium for export and each 
smelter had been allowed to 
beep 10 per cent of production 
for sale on its own account. 
Most of this metal was also 
likely to find its way to the 
West 

If Mr Flaa's prediction was 
fulfilled it would mean that 
nearly one third of the Soviet 
Union’s al uminium output 
would arrive in the west this 
year. The Soviet Union is the 
world’s largest producer of the 


metal with an annual output of 
between 3m and 15m tonnes, 
Mr Flaa pointed out 

According to the European 
Aluminium Association. west- 
ern world production of alu- 
minium last year was 14J2m 
tnnnes, consumption was 14.6m 
tonnes. The gap was filled by 
imports form the former com- 
munist countries, mainly the 
Soviet Union. 

Mr Jochen Schirner, chair- 
man of the EAA, suggested 
that the Soviet flood was not 
as frightening as it might 
appear at first sight Fart of it 
would compensate for the end- 
ing of production and exports 
from other East European 
smelters. For example all of 
the former East Germany’s alu- 
minium production - about 
180,000 tonnes a year - had 
been halted permanently 
because the country’s smelters 
bad been such big polluters. 

Mr Schirner said that short 
term problems, such as the 
extra imports of Soviet metal, 
meant that the European alu- 
minium industry was not quite 
as buoyant as at this time last 
year. But its position was “still 
satisfactory”. 

He suggested that only a 
small minority of European 
smelters was currently operat- 
ing at a loss in spite of the 
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present relatively low prices - 
down from US$1,800 a tonne at 
this time last year to $1,200 In 
recent weeks. 

Mr Flaa said that the reac- 
tion of LME prices yesterday to 
Reynolds Metals’ decision to 
close some production capacity 
in the US - the cash price rose 
$86 to SL307 a tonne - implied 
that prices had been at the bot- 
tom. Any further fall would 
prompt more production cute. 

In his “State of the European 
Aluminium Industry” presen- 
tation Mr Hansgeorg Seebauer, 
secretary general of the EAA, 
predicted growth in aluminium 
consumption in western 
Europe would slow this year 
after 5L5 per cent rise to 4.6m 
tonnes in 1990. A l per cent 
increase was forecast for 199L 
When the former East Ger- 
many was included, however, 
the rise was 4.5 per cent 

Western European smelters 
continued to work at close to 


capacity levels last year but 
primary aluminium output in 
the region fell by 0.5 per cent 
to 3.6m tonnes. That meant 
imports costing $1.8bn had 
been needed, he pointed out 

Low prices might cause 
some further reduction in 
western European output this 
year, perhaps by another 0.5 
per cent Alumix, the state- 
owned Italian producer, 
recently indicated that it might 
shut a smelter and cut output 
in other ways and Alnsube 
was also making cuts at its 
German smelters. 

Looking further ahead, the 
European aluminium industry 
is more competent than ever. 
Mr Seebauer said it now lo oked 
for marked for aluminium go 
grow at &5 to 3 per cent a year 
because car makers intended 
to use much more of the metaL 
Last year the industry was 
forecasting a growth rate of 2 
to 2J5 per cent. 


Gold mine development curtailed 

By Philip Gawlth in Johannesburg 


THE ANNOUNCEMENT 
yesterday by the Gencor group, 
South Africa's second largest 
mining house, that it was cur- 
tailing development of the Wei- 
tevreden gold mine was a fur- 
ther symptom of the Industry's 
worst ever crisis. 

Gencor said the project had 
been reconsidered in the light 
of the persistently weak rand 
price of gold. The current price 
is some 25 per cent lower in 
real terms than when the deci- 
sion to proceed with the mine 
was taken. It said If existing 
trends continued the mine 
would not generate a positive 


cash flow in the foreseeable 
future. Heavy capital expendi- 
ture commitments on the plati- 
num side, and in bringing the 
Oryx mine to production, prob- 
ably also had a bearing on 
Gencor's decision. 

Ironically, the announce- 
ment comes at a time when the 
rand gold price, at levels of 
about R 1.060 a troy ounce, is at 
its highest level in 16 months. 
This is a combination of the 
recent strengthening of the 
dollar gold price and, espe- 
cially, the weakening of the 
rand against the dollar. The 
dollar gold price - $371.25 an 


ounce In the London yesterday 
- Is at its highest sustained 
level for more than a year and 
the rand has deteriorated by 
more than U per cent since 
December to Its current level 
of about R2£4/$L 
The rand gold price has risen 
by 17 per cent since it hit a 
three-year low of R909 an 
ounce in February. In the 
interim, Gencor has announced 
the closure of Its StUfontein 
mine and Anglo American, the 
country's largest mining 
house, has announced a cut in 
its exploration efforts in the 
Potcbefstroom gap area. 


MINOR METALS PRICES 


Prices from Metal Bulletin (last 
week's In brackets). 

ANTIMONY: European free 
market 99.6 per cent, $ per 
tonne, in warehouse, 1,600-1,650 
(same). 

BISMUTH: European free 
market, min. 99S9 per cent, $ 
per ft, tonne lots In warehouse, 
260-3.05 (2.70-3.00). 

CADMIUM: European free 
market, min. 996 per cent, $ 
per ib, in warehouse, I.60-L75 
(1-85-L98). 

COBALT: European free 
market, 996 per cent, $ per Ib, 


in warehouse, I3.7M4J0 (14.00 
14.40). 

MERCURY: European free 
market, min. 9969 per cent, $ 
per 76 lb flask, in warehouse, 
110120 (same). 

MOLYBDENUM: European 
tree market, drummed mofyb- 
die oxide, $ per Ib Mo, in ware- 
house, 268-2.42 (2.42-2.46). 

SELENIUM: European free 
market, min 996 per cent, $ per 
ib, in warehouse, 4605.40. 

TUNGSTEN ORE: European 
free market, standard min. 65 
per cent, $ per tonne unit (10 


kg) WOj, ctf, 54-60 (same). 

VANADIUM: European free 
market, min. 98 per cent. $ a lb 
VjOs, Ctf, 265-265 (260260). 

URANIUM: Nuexco 

exchange /value, $ per Ib, UjOg, 
960 (960). 


IMS WAMHOUM STOCKS 

(As at Monday's dose) 
tonnes 

Aluminium 

+ 825 lo 407,575 

Copper 

—2^75 IOZ70.a25 

Lead 

-625 1075475 

Nickel 

-1.266 >0 6,676 

Zinc 

-1.050 to 118475 

Tin 

-2SS to 15425 


Oil price ‘not 
manipulated 9 

By Barbara Durr in 

Chicago 

THE NEW York Mercantile 
Exchange Is feeling vindicated 
after a report by the US Gen- 
eral Accounting Office said oil 
futures prices were not manip- 
ulated during the Gulf crisis. 

The report is expected to 
reassure those in Congress 
who suspected that speculators 
were artificially driving up the 
oil price in the lead up to the 
Gulf war. 

Some legislators had called 
for curbs on oil trading and 
even closure of the market dur- 
ing times of crisis. 

The GAO said that trading of 
Nymex crude oil futures from 
July 30, 1990 through February 
1991 “reflected actual changes 
fn supply and demand condi- 
tions". This was the same con- 
clusion reached by the Com- 
modity Futures Trading 
Commission in an earlier 
investigation. 

• Coastal Corporation, the 
US oil company, has received 
approval from the US govern- 
ment to purchase 26m barrels 
of crude oil from Iran. It marks 
the first import of Iranian oil 
Into the US since the revolu- 
tion over 10 years ago and 
paves the way for other compa- 
nies to follow. 


Pace of Ghanaian cocoa reform slows: 

The World Bank wants more privatisation, writes William Keeling 


A T THE main road junc- 
tions in Accra, hawkers 
haggle with occupants 
of cars over an astonishing 
array of goods. Eager hands 
thrust through open windows 
items such as cartons of 
yoghurt, cotton handkerchiefs, 
dog-chains, tapes of high-life 
music and, of course, choco- 
late. "Golden Tree. You want 
milk chocolate? Yes?* As the 
cars gather pace, so do negotia- 
tious over price with deals nor- 
mally concluded at a 20 mile 
per hour sprint 
Munching through a bar of 
Golden Tree does more than 
support the meagre income of 
the hawker. The cocoa from 
which the chocolate is made 
forms the backbone of the Gha- 
naian economy, accounting for 
42 per cent of last year’s for- 
eign exchange earnings. The 
economy, in its ninth year of a 
World Bank-assisted structural 
adjustment programme, has 
witnessed a modest recovery 
aided by improved output of 
the cocoa sector. 

While production rose from a 
low of 159,000 tonnes in 1983-84 
season to 300,000 tonnes 
1988-89, it has fallen since and 
the 1990-91 crop is unlikely to 
exceed 260,000 tonnes. More 
importantly, the pace of reform 
within the sector, which is still 
controlled through the state- 
owned rthana Cocoa Board 
(Cocobod), has slowed. While 
certain Cocobod functions such 
as the supply of fertiliser and 
insecticide have been priva- 
tised, it remains a costly and 
bloated institution. 

The World Bank has been 

toinctade purchasing and mar- 
keting of cocoa but without 
success. Industry officials say 
that the government has been 
deterred by the example of 
Nigeria, where the dissolution 


A fast-spreading mystery disease is att acki ng cocoa trees in 
Ghana’s eastern region, a leading local grower says, reports 
Reuters from Accra. 

Mr Thomas Somuah from North Btrtm district says the 
which local farmers say is unlike the more common 
swollen shoot or black pod, initially infects leaves ana later 
whole trees. , , T , ~ 

He appealed to state cocoa authorities to investigate toe 
disease urgently to contain its apparently rapid spread. 

Chaim is tire world’s third biggest cocoa producer out the 
eastern region is a relatively minor growing area. 


of the state purchasing board 
has led to cocoa being used as 
a speculative instrument 
against currency devaluation, 
resulting in wild fluctuations 
in the price paid to farmers. As 
a result. Western diplomats 
report that the World Bank has 
reduced lte pressure for reform 
and is askin g for a longer-term 
review of the sector. 

The government’s response 
has been to introduce a new 
and controversial marketing 
policy. Government officials 
have expressed concern at the 
changing practices of chocolate 
manufacturers in Europe, 
which are tending towards the 
bulk purchase of cocoa-liquor 
that can be delivered in tank- 
ers to their direct specifica- 
tions by European processors. 
This trend has affected the 
competitive nature of Ghana's 
three processing factories, the 
operations of which, with a 
capacity of 40,000 tonnes a 
year, are already being subsi- 
dised to the tune of £3.4m a 
year. 

In 1989 an agreement was 
made between the government 
and Walter Schroeder of Ger- 
many for the latter to process 
under a tolling arrangement a 
trial consignment of 5,000 
tonnes of cocoa. Under the 
agreement, the cocoa-liquor 
was to remain the property of 
the Cocobod and would be mar- 
keted at its discretion. Officials 


of the government office 
responsible for cocoa, which is 
distinct from the Cocobod, 
Judged the trial to be a success 
and declared that a total value 
added of £17-£52 per tonne of 
beans had been earned. These 
figures were disputed by Coco- 
bod officials, who claimed that, 
with payment of costs to 
Schroeder, tire agreement had 
resulted in a net loss. 

L ast year government 
officials decided to press 
ahead with the new pol- 
icy and, despite the alleged 
losses, signed a second pilot 
agreement with Schroeder to 
process IOjOOO tonnes of beans 
without consulting the Coco- 
bod board, of directors. The 
directors were informed of the 
agreement at their monthly 
meeting last August and in 
September were asked to 
approve a long-term coopera- 
tion project between Schroeder 
and Cocobod. 

Since that time (he Cocobod 
board has been reconstituted 
and its chairman, Mr K.G. 
Erbynn, who had expressed his 
surprise at the manner in 
which government officials 
signed contracts and formu- 
lated new policy without the 
knowledge of the board, has 
been replaced. And the Govern- 
ment has again accelerated its 
policy of contract processing 
with foreign companies. A 
three-year agreement to pro- 


cess a minimum of 20.QPO 
tonnes a year has already been 
signed with Schroeder and 
there have bees disettsshms 
with a second German com- 
pany and with companies -in 
Britain. France, the Soviet 
Union and South Korea. 

industry representatives say 
that government o fl Udab are 
keen, provided that they on 
find enough companies willing 
to agree to their requirements, 
to sign contracts with foreign 
processors for as much ns 
90600 tonnes a year before foe 
transfer from ntifihuy to civil- 
ian rule, which is expected fto 
occur next year. Proposed con- 
tracts are also likely to iodtflje 
options for the companies *o 
t piep up the production of the 
domestic processors. This 
would result in only about half 
of Ghana’s cocoa production 
being sold cm the open market 
Officials of international 
donor agencies, winch are pro- 
viding concessionary finance 
to assist in Ghana’s economic 
recovery, support the drive to 
attain added value on cocba. 
Many have expressed surprise, 
however, at the haste with 
which contracts are being 
negotiated and concern at the 
possible open-ended nature -of 
the costs that some processors 
may charge under tolling 


But their major worry is Ujat 
long-term tolling agreements 
will be used to forestall further 
reform of the Cocobod and that 
the foreign exchange earnings 
from Ghana's premier export 
will remain exclusively In the 
bands of government While a 
new government may adopt a 
different policy, it appears that 
the most visible instance of pri- 
vate enterprise in Ghana’s 
cocoa-industry will continue, to 
be the hawkers selling their 
bars to the passing cars. 


Irish fanners call for 
action on lamb price fall 


By Kferan Cooke fn Dublin 

IRISH SHEEP formers have 
called Cor urgent action follow- 
ing a steep drop in lamb prices 
over the past four weeks. 

The Irish Fanners Associa- 
tion says that lamb prices have 
dropped by nearly 40 per cent 
over the past month and that 
many thousands of Irish sheep 
producers now face financial 
ruin as a result The price fell 
is blamed on a glut of animals 
coming an to the French mar- 
ket, which demand has been 
inadequate to soak up. But 
some of the sheep formers also 
complain that Irish-based 
middlemen have been profi- 
teering and not passing on the 
benefits of falling prices to cus- 
tomers. 

In recent years there has 
been a dramatic growth in 
sheep numbers in Ireland, 
mainly because of the encour- 
agement given by the Euro- 


pean Community’s system of 
“headage payments’*, which 
are made to formas for live- 
stock raised in disadvantaged 
areas of the country. Some 
sheep producers have called 
for an EC intervention scheme 
for lambs, which would pro- 
vide a market of last resort and 
prevent surplus production 
depressing prices on foe com- 
munity market. 

Ireland already has a dispro- 
portionate amount of its agri- 
cultural production in EC 
intervention stockpiles. Out of 
the present EC “beef moun- 
tain" of some 700,000 tonnes, 
about 250,000 tonnes originated 
in Ireland. Irish butter also 
accounts for about a third of 
the total at present In EC intaiv 
vention stores, although the 
country only produces about 5 
per cent of total community 
output 


Wool surplus 

By David Blackwell 

THE IMBALANCE between 
world supply and demand for 
wool is set to continue, at least 
in the short term, according to 
the International Wool Textile 
Organisation. 

In spite of the suspension of 
reserve price schemes in Aus- 
tralia, New Zealand and South 
Africa earlier this year, the 
huge level of stocks amassed 
under the schemes will over- 
hang the market, Mr Michael 
Godfrey, the organisation’s 
secretary for statistics, told foe 
60th International Wool 
Conference in Lisbon yester- 
day. 

“It would take a 5 per cent 
growth in consumption contin- 
uously over a six-year period to 
absorb contracting new clip 
supplies and to reduce carry 
over stocks in producing coun- 
tries to a more normal level of 
around 200,0000 tonnes clean, ” 
he said. 

World wool production is 
expected to foil by 4 per cent in 


‘to continue’ , 


the 1991-92 season to 1.84m 
tonnes, after declining by JL6 
per cent to L92m tonnes; in 
1990-91. 

Consumption, which con- 
tracted by 13 per emit in 1990 
to L5m tonnes, has started to 
recover. Between March and 
May tids year the market "wit- 
nessed a remarkable tumround 
in the situation as buyers, in 
response to lower prices, 
moved back into the market to 
refill a practically empty pipe- 
line". China and foe Soviet 
Union, whose absence was 
largely responsible for the col- 
lapse in prices, were among 
the buyers. 

However, adding carryover 
stocks to 1991-92 output could 
result in world supplies for the 
year of 26&n tonnes, up 6 per 
cent on the 1990-91 record. Sup- 
plies are therefore likely 'to 
remain well above the expected 
requirements of the world wool 
textile manufacturing indus- 
try. : 


WORLD COMMODITIES PRICES 


MARKET REPORT 

Copper prices firmed on the LME 
yesterday against a background 
of concern over South American 
supplies. News that Chuquicamata 
copper workers had threatened 
fresh slow-down action and talk 
that Peruvian miners could strike 
Indefinitely from next Monday 
prompted gains in the afternoon. 
The trend was also aided by the 
continued widening in the 
premium for July metal. Cash 
metal closed only £1.50 a tonne 
below the three-month price, 
compared with £8.50 on Monday. 
Three-month tin edged above 
$5,800 a tonne as the market 
shrugged off widespread talk of 
Malaysian banks selling stocks 
held since the 1685 tin crisis. The 

London Markets 
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steady tone was aided by a 255 
tonne fail in LME stocks and news 
that the ATPC had reported first 
quarter 1991 world stocks down 
4,000 tonnes. Gold and silver 
eased on the London bullion 
market as profit taking trimmed 
Monday's gains. Some dealers 
said scale-up forward selling by 
gold producers was already taking 
place but had been disguised by 
the waves of good buying that 
were a feature of Monday's 
market Operators cited forward 
mine sales as the most likely 
factor to kerb gold's recent rlBe. 
London cocoa prices (oat ail 
Monday's gains as liquidation 
emerged in the afternoon. 

Compiled from Reuters 
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Pl t S U OHT — London POX SID/Indax point 



Close 

Previous 

High/Low 

Jun 

1624 

1618 

1630 1620 

Jul 

M7D 

1465 

1475 1451 

Oct 

1675 

1564 

1878 1985 

Jan 

BFl 

1670 

1678 

1684 

1S75 1570 


Turnover 222 (161) 


CHASMS - London POX E/tome 


Wbesl 

Close 

Previous 

Hlgh/Low 

Jun 

131.75 

13325 

13200 13150 

NOV 

116 00 

115.65 

11640 115.40 

Jan 

119.70 


11S.7S 11920 

Mar 

3. 

12250 


12240 

Barley 

Close 

Previous 

Nigh/Low 

Sep 

iraw 

raw 

111.00 110.90 

NOV 

114.70 

114.70 

11455 11455 

Jan 

117.90 

11750 


Mar 

120.75 

120.75 



Turnover Wheat 146 (115). Bartoy 28 (20). 
Turnover Jots et 100 tomes. 


PICS - London PQ* (Cash SaMtment) p/fcg 



Close 

Previous High/Lmr 


Sep 

1184 


116.0 


Oct 

1184 


1164 


Nov 

1194 

117.0 

1185 1185 


Jan 

1104 

1075 

1105 1104 


Fee 

111.0 


1105 1100 


Tumover-21? (116) tots oi 3450 kg 

wun 

- Undue POX 




dose 

Pr<9v, 

tfigft Lew 

Vat 

InOx 

13672 

13521 



Jim 

140.30 

136.40 

14020 139.00 

soo 

Jul 

140 40 

13640 

140.30 14020 

e& 


LONDON mWL ■XCHAMOK 

(Prices supplied by Amalgamated Metel Trading) 

Close 

Previous 

High/Law 

AM OHctel 

Kerb does Open interest 

JUumMum, 89J7% parity (5 per tome) 



Total dafty turnover 36207 lots 

Cash 1306-8 

3 months 13384 

1220-2 

>232-3 

1881X1292 

1286-7 

13174 

133940 

Capper, Grade A'(C per tonne) 



Total daily tornover 20458 lots 

Cash 1&7-9 

3 months 134940 

13T44 

1323-4 

13307133 1 
135371331 

13305-1.0 

133845 

135345 

Lead (C par tonne) 




Tool dsMy turnover 4/411 tots 

Cash 334-45 

3 months 33654.75 

3254 

330-1 

3385/334 

340/3305 

635544 

3365-74 

3356 

McfeM (J per tonra>) 




Total dally (winner a.T94 lots 

Cash 812545 

3 months 8160-75 

817040 

82104 

822518140 

61104 

814640 

8165-70 

ttai (5 per tome] 




Total daily turnover 1233 tots 

Cash 5715-25 

3 months 68004 

5715-20 

6705400 

6170/5170 

5825/3790 

57104 

578843 

5310-5 

Zina, Special Mgh Grade (5 per tonoa) 



Toted daily turnover 8596 tote 

Cash 1082-4 

3 months 109945 

10604 

KJ80-1 

1073/1072 

1100/1068 

10720 

1091 -e 

1098-100 

LME Ctostog EiSretec 

SPOT: 1.6823 

3 manta: 15430 

6 manta 14271 8 months: 1.8160 


LONDON BULLION MARKET 

(Prices supplied by N-MJtothschltd) 

Oold (fine os] $ pries E equivalent 

Close 371.W471.S0 

Opening 371.8037120 

Morning (lx 372.75 22&831 

Afternoon fix 371.26 223.040 


Day’s Mgh 373^0-37340 
Day's low 370 J0-37080 


Loos tdn Moan OoW Landing Rates (VS USD 

1 month 

559 

6 month* 

5.45 

2 months 

554 

12 months 

529 

3 months 

550 



Slvar flu 

p/Bne oz 

US cte equhr 

Spat 

26020 

448.10 


3 months 

2764Q 

45455 


6 months 

28320 

461.75 


12 months 

297.15 

477.85 



iw e> coma 

(Prices supplied by Engelhard Metals) 


t prior eaqdvatent 


Krugerrand 3714W7240 mmfflMO 
Maple leaf 380/00481.00 22825228.75 

New Sovereign 09404040 MW54.00 



Ahimtnhmi (00.7%) Cults PUS 


Strike price S tonne Jul 

S*P 

Jul 

Sep 

1200 

121 

147 

2 

8 

1300 

43 

74 

23 

33 

1400 

8 

29 

87 

87 

Copper (Or ode A) 

cans 


Puts 

2100 

135 

160 

3 

32 

2200 

73 

69 

20 

70 

2800 

23 

48 

70 

120 

Cafloe 

Jul 

Sep 

Jul 

Sep 

600 

39 

a 

0 

3 

580 

5 

38 

16 

» 

0M 

0 

10 

61 

48 

Cocos 

Jul 

Sap 

Jul 

Sep 

550 

80 


a 


600 

IS 

64 

8 

9 

650 

1 

» 

41 

20 

beat Crude 

Aug 

Sap 

Aug 

Sep 

IBM 





1800 

18 


2* 



1950 


New York 


COLD 100 troy ok; Vnoy «. 



Latest 

Previous 

Hiflh/Low 


Jun 

3714 

373.7 

8722 

3104 

Aug 

3734 

37B.0 

3752 

3329 

Oct 

3772 

3B0.1 

378.7 

3772 

Dec 

3804 

3834 

30 M 

3604 

Feb 

3U4 

387.4 

3835 

384,8 

Apr 

3884 

3904 

3884 

3884 

Jun 

3824 

3944 

3924 

3924 


PLATHUM 50 troy og 3/troy az. 



Close 

Previous 

Htah/Lm* 


Jun 

3804 

3834 

3824 

382j0 

Jul 

3814 

3844 

3825 

3804 

Oct 

3857 

3665 

3874 

384.7 

Jan 

3894 

3924 

3924 

389.0 

Apr 

3934 

3864 

390.0 

3935 

Jul 

3974 

4004 

4004 

■WOO 


StUiraOWOtwy QtoCUMJtrOycQL 




ftevtaue 

High/Low 


Jim 

4485 

4545 

4634 

447.0 

Jul 

4S14 

4884 

4554 

447.0 

Sep 

4385 

4614 

4014 

4524 

Hoc 

4895 

4704 

489.0 

481.0 

Jan 

4644 

4724 

4644 

4644 

Mar 

4744 

4784 

4774 

4725 


4624 

4845 

4835 

4824 

Jul 

4685 

4914 

4885 

4885 


HUH GRABS GOPHER tSSOO tbs; CWIttdfas 



Latest 

Pnsvtous 

Hlgh/Low 


Jun 

100.40 

0645 

10155 

99 JO 

JU 

10040 

0020 

102. U) 

9840 

Aug 

9950 

08.10 

10020 

9840 

Sep 

9940 

97 JO 

100.10 

9850 

Ota 

aa.46 

0740 

0 

0 

Dec 

97.40 

98.60 

9650 

9640 

Mar 

98.75 

9550 

96.76 

9640 


CRUDE 09. (Light) 4&QQ0 US gaBs 3/barrel 


Latest Previous High/Low 


Jul 

1943 

1944 

1845 

18.73 

Aug 

794* 

1948 

2047 

mae 

Sep 

20.13 

2015 

202 * 

2048 

Uet 

. 2052 

2031 

20.40 

2028 

Nov 

2046 

2041 

2032 

2048 

Dec 

2048 

2045 

20.55 

2042 

Jen 

20*3 

2038 

2048 

2048 

Feb 

2037 

2032 

2040 

2040 

Mar 

2030 

pn; n 

2032 

2047 

Apr 

2029 - 

■ 2023 

2029 

2023 

HEATMQ O*. 42400 US gads. eente/US gads 


Latest 

Previous 

High/Low 


Jul 

527S 

6258 

8295 

6260 

Aug 

5375 

5347 

5386 

5300 

(top 

5530 

5503 

55*6 

5500 

Oct 

0843 

6636 

seas 

6830 

Nov 

5765 

5756 

577S 

5745 

Deo 

5885 

5868 

5880 

5845 

Jmn 

an 

3887 

5915 

B3S0 

Fab 

6825 

8800 

5825 

5790 

Mar 

6015 

0801 

seas 

S685 

Apr 

6420 

5421 

8*50 

3420 

COCOA 10 tonrtaSAnmn 


Latest 

Previous 

Hlgh/Low 


Jul 

070 

988 

998 

. 970 

Sep 

1007 

102 * 

1028 

1007 

Deo 

1060 

1066 

1089 

1050 

Mar 

TO94 

1100 

110* 

108* 

May 

1131 

113S 

1138 

1126 

Jul 

1155 

IMS 

0 

0 

Sep 

1200 

1191 

0 

0 

COFFER -C“ 375000*; csnto/Hjs 


Latest 

Previous 

Htgh/Ujw 


Jd 

65-55 

8056 

884 5 

85.40 

Sep 

87.70 

8740 

88.40 

S7» 

Dec 

9040 

81-06 

9160 

9088 

Mar 

9*40 

9*40 

9*40 

9045 

May 

85.00 

9840 

90*0 

98.18 

Jul 

96.10 

0016 

9840 

98.10 

SUGAR WORLD 11” 112400 Iba: centeribs 


Ctoaa 

Previous 

Hgh/Low 


Jut 

8.79 

848 

842 

076 

Oct 

840 

8.14 

8.22 

845 

Mar 

8.11 

840 

84S 

009 

May 

8.19 

841 

640 

025 

J«!| 

626 

040 

0 

0 

Oct 

643 

oar 

0 

0 

COTTON 60.000: csntsAis 


Latest 

Previous 

Hlgh/Low 


Jul 

8540 

8895 

8840 

85.10 

Oct 

70*8 

7018 

70.88 

79.11 

Dw 

74.11 

7004 

74./0 

74.00 

Mar 

7445 

7440 

75.40 

7*44 

SJay 

7638 

7543 

7565 

7348 

Jul 

7S.7D 

73-55 

75.00 

75.60 

ORANGE JUKE 15,000 lbs; cents/tos 


Ctosar 

Ptevfaus 

HlgMjM 


Jul 

11840 

115.78 

11746 

11088 

Sop 

11840 

. 117.16 

118.75 

11740 

Nov 

11740 

11740 

11840 

11020 

Jan 

11746 

11M0 

11840 

117.75 

Mar 

11740 

119,75 

11940 

11840 


INDICES 

RCUnss (Sosa:. September 18 W3T - 1001 

Jun 11 

Jun H) 

mntti ego yr ago \ 

17*1,6 

17384 

mi 4 

teruz 

| DOW JONES (Bam Dk. 31 1974 « 

100) 

Jun W 

Jun 7 

tenth ago yr ego | 

Spot 13140 

>3169 

120*0 

13148 

futures 12747 

12746 

T3L60 

13276 


Chicago 


SOTABtAlta 5,000 tai min, centa/flOlb bushel. 



Close 

Previous 

Nglt/Low 

J 

Jul 

573/2 

572/4 

575/* 

578/4 

Aug 

57616 

576/6 

579/0 

574/0 

Sop 

578/4 

578/2 

soon 

376/0 

NOV 

5BBI2 

584/2 

5B8/0 

38W2 

Jan 

597/0 

594/0 

598/0 

•SCO 

Msr 

BOB/4 

805/D 

flow* 

otxm 

May 

6 W* 

815/0 

81 T /0 

612/2 

Jul 

822/0 

618/4 

622/0 

SIM 

SOYABEAN OIL 60400 toe; cantsAb 


Close 

Previous 

Hlgh/Low 


Jul 

1047 

1848 

30.09 

iaw 

Aug 

20.14 

2008 

2028 

20.08 

Sap 

2040 

2040 

204* 

2047 

Oat 

2048 

20*3 

2060 

20.40 

Oec 

20.83 

gft ftp 

2096 

20.f9 

Jan 

2047 

2087 

21.15 

2047 

Mar 

2140 

2148 

2140 

2140 

May 

2147 

2145 

0 

0 

SOYABEAN HEAL 100 tons; 3/ton 

- 


Close 

Previous 

tegh/Low 


JW 

17Z.4 

I72.fi 

173.0 

1708 

Aug 

1734 

1734 

1744 

171.9 


174.1 

1744 

1744 

1724 

Ott 

175.4 

176.4 

1754 

174.0 

Dec 

177.7 

177.4 

177.9 

1706 

Jan 

1784 

1786 

379L0 

1700 

Mar 

U04 

11804 

1800 

1786 

May 

1804 

1804 

1804 

1806 


■CASE 5,000 bti min; Ltoita/SW) bushel 



Close 

Previous 

Htgh/LMr 


Jid 

238/B 

238/8 

23812 

233/4 

Sep 

2*0/0 

2*1/0 

241/8 

238/8 

Doc 

2* I/O 

2*2/* 

W3/6 

2*1/0 

M«r 

248/8 

250/2 

251/4 

243/0 

May 

255/2 

25581 

258/4 

254/4 

Jul 

von 

2SBM 

28V* 

28B/4 


255/4 

25*70 

255/4 ' 

254/0 

Dec 

254/4 

25 am 

25414 

252/4 


WAT 6400 bu meg centa/eOto-bMhs). 



Ctoaa 

Previous 

Wgh/lew 


Jut 

2S8M 

2B3/Q 

299/4 

294/4 

S«p 

aw 

W7*S 

303/0 

aw 

Doc 

312 m 

3C3/Q 

aiam 

-308/4 

Mar 

316/8 

314/2 

317/4 

313/0 

May 

30974 

3 asm 

3KV4 

asm 

Jul 

305/0 

308ffl 

338/0 

30 4/0 


UVE CATTLE 40.000 ttta; centeflta. 



Oose 

Previous 

MgMjow 


Jim 

74.12 

74.1S 

74.42 

7347 

A“0 

7270 

72JK 

73.17 

7242 

Oct 

75.00 

76.17 

7647 

7440 

Dm 

7805 

7862 

7827 

7840 

Feb 

7572 

7560 

7540 

7540 

A» 

78L20 

76.15 

7635 

78. » 

•ton 

7475 

7448 

7475 

74.55 


Utfg hogs 30.000 ttx ewes/toa 



Ooaa 

Prgvlous 

HWftow 


Jun 

5640 

58.72 

y SR 

3802 

Ju 

54.47 

3442 

5686 

54^ 

*Ufl 

SI 35 

51-87 

61.72 

5C.9S 

Uet 

46.77 

4692 

46-00 

4«J» 

Dae 

47.07 

47.15 

47J» - 

46.70 

Fob 

4847 

4842 

484S 

46JB0 

Apr 

4S.02 

46.1& 

4S.30 

4542 

Jun 

4905 

«Q3 

0 : 

9 


POHKHEIIJ^ 40000 ttiKOMttsTa 



Close 

Prevtous 

HgMUsr 

* 

Jte 

57.65 

87.17 

W40 

8680 


8446 

505 ' 

5480 

6630 

Fab 

88.70 

8848 

58JD 

swo 

Mar 

5540 

5840 - 

-56.M 

BMO 


1*4 Vi 

SSJSS 

17 

» TO 

Jul 

5540 

SSM 

0 

8660 








: 
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LONDON STOCK EXCHANGE 


■ 


■ N> 

'•v 


_*..s. 

* 


int? 


M arket ignores Bank signal on rates 


FINANCIAL TIMES STOCK INDICES 


A WARNING frojtni the Bank of ' 
O'Htogland, thst-iidoes jiot want . 
-rilJE; interest tefes .to fell for at . 
; J^eastBJne.days fiuled tohatta, 
Affitrong rise jn:l)K apdties 
-cierday. A'flrm"tjpej5ijg .& :fhe 
anew session os -Wall- Street.. 
*$cve London further encour- 
agement aM the FT-SE; Jndex . 
Scathed -M l? points to.) dose at. 
^542.6 ( witiitn three .points -, of r ; 
flflte atttime hi^K.:- .: . .. 

q? ii Trading: Volume , also rose ■ 
•^kigtoflrimtly, with the Seaq 
®tbtal' boosted by -demand for 
aaGirianessshares^Moel Hen- / 
^Besey ,&kdS: Vuitfcm (LVMH), 
-tdts French cross shareholder 
a*The uk market was also ' 
■p helped by firm performances 
olftwm other European bourses, 
ojespedafly.-in Germany. \ 
atfi Thev Footsie- had -already" 
^gained around 20 paints before 
fttfae B ank signalled Star wishes 
nub the' London money market 
Jte-j 1. •• - ~ 


Jlnnmmt 


m Mm 

-Bm p*— igg 

JUM 3 -. 

Jim.77 ' 

; ' ju'i 

' OWtanlhMtmtoMe 

Jim 13- Jon. 27 . 

i Jid« 

. jLni HMlIllftK 

Jun H-' >. 

Jun2B 

• jii2 

«"i* oiri 
- Jon3* . 

JdV. 

‘ juaa 

1 h*tai Wh— hwr Mw ptac* - 

ianm-w.bwimi *«y 


:Ih adflStFMt to -tts optimism on 
base rates, which had been lni- 
tially encouraged by a farther 
dSpMn money market rates - 
-rates rained later - equities 
drew strength from LVMlFs 
fbray into . Guinness shares. 
Some UK -institutions took the 
opportunity to lighten their 
.Guinness' holdings and to re-In- 
vest in other consumer stocks. 

The ---Bank’s rates -signal 
appeared, to be somewhat 
counter-productive. In that 
marke t strategists regarded it 


as no more than a postpone- 
ment of base rate cuts; and 
drew increased confidence 
from the equity market's evi- 
dent resilience in the face of 
the Bank’s move. 

But the final boost to £he 
stock market came from Wall 
Street which gained 22 Dow 
paints in early trading to move 
to within four points of 3,000, 
its own testing leveL 

Yesterday’s gain In the Foot- 
sie left it challenging, not only 
the existing all-time high, but 
also the top end of its latest 
trading range. Seaq-reported 
trading volume increased to 
510;&h shares yesterday from 
the 373dm of the previous trad- 
ing session. Although part of 
the increased volume reflected 
hurried activity by equity mar- 
ketmakers who had been 
caught short of stock, it was a 
welcome development in a 


market so thinly-traded over 
recent weeks. 

There were further signs of 
Institutional support for the 
market, notably in the swift 
placing by Warburg Securities 
and Panmure Gordon of the 
rem ainin g 3.9m shares in 
Argyll left over from a recent 
rights issue. Three institutions 
are believed to have offered to 
take up the entire offering, and 
in the event the share block 
was heavily over-subscribed 
ami taken up within minutes. 

The less positive side of the 
session came when Tarmac, 
one of the largest house- 
builders in the UK, delivered a 
strongly- worded warning on 
profits. Tarmac’s statement at 
the group’s annual meeting 
unsettled the building and con- 
struction sector which has 
been so badly hurt by high 
interest rates and served to 


counterbalance the day's focus 
on the chances of another cut 
in base rates before the end of 
this month. 

Wall Street-orientated stocks 
made a brave showing in Lon- 
don as the Dow Jones Indus- 
trial Average returned towards 
its very recent peaks. With the 
exception of ICL still held back 
by the uncertainty surround- 
ing the intentions of the Han- 
son camp, there were wide- 
spread gains among the 
international blue chips. 

Glaxo rebounded again after 
its pause for profit-taking and 
BAT Industries and BOC were 
in demand. The leading oil 
stock s which have lately been 
on the sidelines, moved higher 
in late dealings. Consumer 
issues made a more aggressive 
response to expectations of 
lower interest rates than in the 
previous session- 



•him 

Jims 

Juno 

Jung 

June 

Year 


1901 

Shies ConuuioUen 


ii 

TO 

7 

8 

6 

Ago 

High 

Low 

wgn 

LOW 

Onriiml Sues 

83.93 

83.33 

83 j 88 

83.73 

83.71 

7830 

8538 

82.17 

127.4 

49.18 








(19/2) 

(2/1J 

(0/1/35) 

(3/1/75) 

Rwd Mend 

9234 

92.86 

9352 

93.42 

9339 

87.61 

9434 

90.59 

1054 

50.53 








1514) 

(3/1) 

(28/11/47) 

[3/1/75) 

Ordinny Share* 

1991.1 

1964^1 

1666 2 

1974.1 

19743 

1901.0 

2014.5 

16063 

2014.5 

40.4 








(5/4) 

(16/1) 

(5/4/91) 

(26/6/40) 

GoM Utaw 

mi 

201.7 

19S.4 

182 A 

1812 

184.5 

209.1 

127.0 

734.7 

435 








(11/6) 

(22/2) 

(15/2/831 

(26/10/71) 

FT-SE 100 Start 

2542.6 

25!t.9 

25065 

PSS &3 

25213 

2370.7 

25453 

2054.8 

25*5.3 

8883 








(5/4) 

(16/1) 

(5/4/91) 

(23/7/64) 

FT-SE Euro track 200 

119030 

1184.49 

1184.69 

1188.91 

1192.11 


1192.11 

938.62 

1ia2.11 

938.62 








15/6) 

(18/1) 

(5/6/91) 

(16/1/91) 

•Old. Olv. Yield 

4.79 

4.06 

4.88 

4.83 

433 

4.85 

100 Sort. Sues isiiora. R*d 1«B. Ontav 

•Earning Ylo %lfull) 

B.48 

8.49 

&52 

843 

8.44 

10.71 

1/705 a*««s iZiWSA BB5H 1000 FT-SE lOBSI/tlM 

•P/E RatItKNaiMij 

1435 

1437 

14.52 

14 JB 7 

14.65 

1132 

1 FT-SE EUDUtt JOB jaflOflO. * ■ 1504 

SEAQ BArgns 4.45pm 

26.992 

24346 

24,127 

24.646 

24.842 

25394 

GILT EDGED APT1UITV 

Equtty TurrioverlEriiM 

- 

691.12 

B1438 

80234 

800.11 

80130 





Equity Bargalrrat 

- 

24.006 

22.738 

24,157 

24.688 

24.741 

InalCfis' 

June 10 June 7 

Shares Traded (ml)t 

- 

362.4 

341.4 

362.1 

352.1 

3603 

— 





Onflnary Share Index, Hourly changes Day’s High 1991.1 Day's U>w 1B68.6 bJJJJJJ* 1 


Open 1 
196831 


9 am 
1975J 


10 am 
1977.8 


ii am 

19845 


12 pm 
1983.4 


1 pm 
1983.0 


2 pm 
19613 


3 pm 
19825 


FT-SE 1BO, Hotwfjr ctangas 


Day's High 2S43.0 

Day's Low 

open 


9 am 


10 am 


11 am 


12 pm 


1 pm 


2 pm 


3pm 


25173 


2525.B 


35283 


2535.1 


2533.4 


2532.8 


25315 


2533.0 



4 pm 
1989.2 


92.8 


82.4 


4pm 

2542.1 


FT-SE Eurotracfe 200, Hourly changes Day's High 1191 03 

Day’s Low 1187.07 

Open 


10 am 


11 am 


12 pm 


1 pm 


2 pm 


3 pm 

1187.15 


118734 


1189.01 


118738 


1187.45 


1187.62 


1189.17 


5 -Day average 89.3 88.4 

*SE Activity 1974. 

(■Excluding Intra-market 
business & Overseas turnover. 
London report and 
latest Share index: 
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-Tarmac 


TRADING VOLUME IN MAJOR STOCKS 


; Share price and Index rebased 
.280 


021. ■ - - r /\ ..v,' 


* 

^The building materials and 
3/feonsfcructionsector was shaken 
by a 1 profits waixdngfoom fta 1 -. 
"mac. The shares, having 
“opened " on. a steady note, at 
' sustained by -optimism 
"about the ehances of another 
%£ut in i n te r es t rate s, tame 
^tauter pressure, as the - warning 
°*%aa quickly. relayed to the; 
** faarket 

f 3 Tarmac, retreated to a day’s 
few of "225p but later steadied, . 
helped by the overall mood of 
^optimism in the. market, to 
dose a . net 2 off at 233p. Turn- 
Over readied 4.4m, well up on 
usual levels for the shares. 

*— Analysts were shocked by 
the starkness. of the Tarmac 
warning. Tarmac,- said Its 
chairman, would show a very 
severe profit shortfall in the 
first half of 1991 compared with 
first half of 1990. He added 
- .‘that since April the company 
T- had seen a -further detenpna- 
tion in the trading outlook. . 
r.o Interim, forecasts were ent 
J^back severdy. after, the warn- 
ed ing,-With specialists looking for 
hisan Interim £2Sm and a full year 
i' figure no more- than 4,100m, 
bragalnst £97m and £19im lest 
year, v 

chip losers _. 

J6; Three 'of- the. 15 fSDeiSiriathe 
FT-SB‘10b index were ICt Han- ' 
■lr*m and Wellcome, which have 
m-been the subject of Wd and 
merger speculation in . recent 
iC^eeks. The retreat was trig- 
oLgered by suggestions that the 
'WboasfinHty'ot'a hoi between 
i^Welfcdme arid. IGFs -drugs, divi- 
-q rioh had become more remote. 
y. The tie-up had been suggested . 

analysts as a means by 
ic'wddi I€3T cottld preempt a Wd 
-a:trtxm 2F per cent stakWioIder 
Hanson/.-' ; . 

-«•«. Investors were ' further 
encouraged to avoidthe trium- 
^_sirate by the feet that Id and 
Wellcome, have been the top 
two Footsie perfo r mers during 
--the second quarter of the year. 
__WSth teas than, three weeks of 
_the quarter to go, fond manag:. 
-ers were keen to lock in prof- 
its. •• . -• 

; in addition, MrJack Jones at 
7CBS PhillipsA Drew has issued : 
a cautious note on . Hanson. He 
hrgues that any bid moves for 
_ Ka would s timulate the «iti- 
takeover faction, to seek out 
and publicise any w eaknesses 
the Hanson «unp.fThe pub- 
Idty ge n er ate d would proba- 
■Jily not help the Hanstm share 

"r n.i ~i ' ■ 



potential of the tie-up with 
Otto Versand.” The shares 
closed 5 up at 313p. Rumoured 
downgrades left Argos 6 easier 
at 300p. 

BTR firmed 11 to 410p as 
UBS Phillips & Drew put the 
stock back an its buy list after 
a meeting with the company. 
The broker said that profits 
seemed to be more resilient 
than the annual meeting had 


-GQiKsa 
OcC87. 1988 
Smbck n toHM i 


1989 


19SO 


1991 


Guinness continued to attract buyers despite being the 
best pafSocming FT-SE stock during the three and a half 
years since the crash of 1887. Yesterday French luxury 
goods group XVMH topped up its holding to its former 
level of 24 pea: cent - it nad been diluted ^ a con version 
of Guinness cumulative redeemable preference shares. 
Turnover rose to 45m as the price climbed 30 to 996p. At 
the dose, marketmakers were offering £10 a share, the 
level up to which LVMH said it was prepared to pay. 


price. ■■■..• 

Xd slipped 3 to 130^>. Han- 
son eased 1% to 22lp, and Well- 
come edged 3 lower to 622p. 

- Trading vdiime in all three 
washigh.- 

- Tbe ariivm of ahnost £240m 

in the pockets of fund manag- 
ers, 1 tl exchange for Guinness 
shares sold' to LVMH, gave a 
boost to other companies 
involved In .. distilling. 
. ABiedLyeiis climbed 14 to 585p 
and Grand Metropolitan rose 
12 to 774p. Second line distifl- 
. ers also benefited, with High- 
land Distilleries 4 firmer at 282 
iand Inyergordou 2 better, at 
il^L ■ ■■■ I 

. Bathers, the UK’s biggem 
jewellery retailer, dnqiped 7 to 
. I54p, following news that the 

fflmjwny ”P tn 

4100m from an issue of variable 
term US preference shares. 

; Burdening the share price 
were profits downgrades by a 
number of leading UK broking 
houses. The stores team at 
KMnwort Benson cut . its cur- 


rent year's forecast from £12Sm 
to ilOOm, while County Nat- 
West, Ratnar’s broker, moved 
from El 30m to £ 1 1 2 m. 

Mr Nick Hawkins at Ktein- 
wort said he reduced his esti- 
mate “because the gap between 
costs (about 10 per cent per 
annum) and sales is widening 
and because the company is 
caught between an unpleasant 
squeeze on sales and the hike 
in VAT.” He expected that the 
dividend will be held in spite of 
the cover shrinking to 1.5 
times.. 

Tie Back slipped 2 to 28p 
after unveiling , a 43 . 1 m. rig ht s 
issue of 17m new shares at 22p 
a share. Hie group warned of a 
first half loss and said the roles 
of - chairman and chief execu- 
tive are to be split. 

Fine Art Developments were 
supported by BZW, whose 
stores team said the group “is 
-not yet discounting the pros- 
pect of a sharp acceleration in 
earnings growth in 19923 and 
beyond nor the longer term 
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NEW HIGHS AND LOWS FOR 1991 
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British Gas rose 5 to 255p on 
5.7m shares after a presenta- 
tion to more than 50 institu- 
tions by the company at its 
stockbroker Hoare Govett. 
Directors on the main board of 
B ritish Gas told the meeting 
that the company intends to 
im plement real growth in divi- 
dends. The seminar offset a 
cautious document issued by 
County Nat West which said 
the growing importance of 
exploration and production 
earning s within Gas’s income 
stream would constrain divi- 
dend growth. 

London International, which 
publishes final results tomor- 
row, climbed 8 to 265p as Hoare 
Govett issued a detailed buy 
note on the stock. The broker 
said that a surge in earnings 
next year should take the 
shares below an average price/ 
earnings ratio for the market 

A 31 per emit fall in fall-year 
profits to £l&5m from Amer- 
sham International had been 
more than discounted by the 
market The shares rose 9 to 
344p. Pharmaceutical whole- 
saler AAH climbed 8 to 354p 
ahead of finals today. 

- The mar ket gave a rousing 
. reception to Northern Foods’ 
preliminary figures which 
showed profits above expecta- 
tions. Northern Foods shares 
jumped 20 to 470p. 

The food retailers were 
among the market’s poorest 
performers, slipping back after 
some determined selling pres- 
sure. Asda was the hardest Mt, 
the shares still feeling the 
draught from the resignation 
of the chairman and chief exec- 
utive as well as that of the 
chief executive of the stores 
division. These moves upset 
the market, which is preoccu- 
pied with worries that Asda 
may be considering a sizeable 
rights issue to ease its debt 
burden. Asda shares lost 7 to 
108p. 

Sainsbury shares were 
slightly easier at 872p, as were 
Tesco, 280p, on the back of 
ASDA but Argyll performed 
exceptionally well to close 5 
higher at Slip after news that 
the rights issue was taken up 
as to 97.5 per emit The rump, 
some &9m shares, was placed 
in the market at 298p share. 

Kwlk Save advanced U to 
620p after County NatWest 
added the stock to its presti- 


APPOINTMENTS 


-Managing 
■director 
j;at TSB 

■ MrJohn KEbonrne, currently 
“ 'group director (UK operations) 
-p&t Legal & General, is to join : 
/TSB as managing director, 
•■'insurance on July l.He win . - 


*af TSB's Hfe and pensions and 
_ trust businesses, based - 
in Andover, and TSB’s general 
“ "insurance business in Newport 

i Hr Lewis Evans. 53, a fonn 
^eo^Kscato finance director of 
: “Lloyds Msdfflnt Bank, 


Trevm - J. Janes to directoi and 
chief (derating ctfficer from 
his previous position of 
associate director. 

■ HE&DLAM GROUP has 
appointed Hr Afen Morris as 
a main board director. 

■ Mr Cheong Lou has been 
appointed assistant financial - 
cantrdkx and assistant 
co mpany secretary to . 
CAUSEWAY GROUP, 
independent development 

' capital wwmag Mnc 


--director of GIROBANK, 1 
tfllnuhonr a rid pc** 

_ bttafaag sq bgfaHar y of AHian ee 
’(frldcestecl 
' jBrom Julyl,ttrftes. 
iSanAant He ha# also jomed . ' 
cdh> GirobahkhoartL 
y Btr Evans replaoefe Mr Jblrir ; 
_jTM^fi2,wiroferetfa3nglHtt ; 
wlD remain a nfaverecutive. 
director on.CMzcbffl&'s hoard, 

'm Mr Wflliap Brown has betm 
^elected dalnuan of SCOTTISH 
^TELEVISION. He succeeds Sir . 
^CampbeflFcaser who has-.r 
«tinxL14rBrown r lTV , 3‘ 

_ longst sarvliig dli executive, 
"was manafagdiredter of the 
“ 'compaay fir 34 years.;, -r:* . • 

pgRSF?ING,tiie^edali?t' 
.securities dearingcompany 



M At. HIGGS AND. HILL 
- HOURS -Mr RJT. Robinson 
fpiettard) has become manag*. 
[ director. He was fimsriy 
regional director at 



« Ur Robmt Lawrence has 
joined WADLOW 

— jjcffi ; 

LTIQNAL as business 
it dlrectw. 

STOVES, the domestic 



appliance manfacturing 
c omp a ny based in Prescot, 
Merseyside, has made Mr Guy 
Weaver Us marketing 
operations director. Mr John 
Wlbon has become general 

manager of toe powered 

- showers division. 

■ Mr Bichart Middleton has 
been appointed managing 
director of Aylesbury-based 
GRANADA BUSINESS 
COMMUNICATIONS. He has 
worked for Granada for 17 

- years and moves from National 
Telebank, the TV rental 
company, where he was 
director and general manager. 

MrFrankMcDemott,- 
Granada UK rental sales and ■ 
oueratfona director, takes on. . 
the responsibility for National 
Tetebank, to addition to the 
Granada and Visionhire shop 
riiabw. 

■ Mr Bryan Patterson, a : 
director of an old-established 
family company of 
inmmongers in Bristol has 
been made national president 
of titeB RITlSH HARDWARE 
FEDERATION. 

■ Mr Fredrick Walters, a . 
partner since 1973, has become 
senior partner at th e Ann of. 
URQUHART-D YKES AND 
LORD, patent agents. 

■ Hr John J- Ruzlch, an 
execut i ve in the airfine 
industry fte 23 years, has been 
named ureridmrt of : 
BRmSH-AMERICAN - 
CHAMBER OP COlfMERCB, 

a private transatlantic 
bunwi ow an ijMition. Mr 

Ruzidi, who joined pah 


American World Airways in 
1988, is currently man a g i n g 
director of sales for the 
airline's US division. 

■ Mr Richard Price, chief 
ex e c uti ve of Primetone/RPTA, 
the independent UK 
programme distributor, h as 
been elected chairman of THE 
BRITISH ACADEMY OF BUM 
AND TELEVISION ARTS. He 
tairai office at the end of June 
and succeeds Mr Kevin 
BQUngton, who remains on 
th e Cou ncil as deputy 

rilidinTWfl . 

Senior posts at 
Reckitt & Cohnan 

■ Mr BLF. Turrell is appointed 
group director. North America 
at RECKITT & COLMAN on 
October l in succession to Mr 
VJLSankey whose 
appointment as chief executive 


recently. After extensive 
experience overseas ' 
which time he held 


Africa and South America, Mr 
TurieU was appointed to 1& 


■of Caiman's of 
Norwich in 1989- 

MrJ.Ci.de Mel is 

appointed group director, Asia 
and Australasia on October 
l succeeding Mr P.C. Knee 
who reaches retirement age. 

Mr de Mel joined the group 

■ in Sd Lanka in 1964 and 

htwiwii manag ing director 
there in I97L In 1977 be was 
aroointed regional director, 
Aaa. For the past three years 
he has been in Singapore. 
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EQUITY FUTURES AND OPTIONS TRADING 


gious “County 30“ list of best 
buys, emphasising its growth 
potential Kwik Save's inclu- 
sion in the County 30 was at 
the expense of BT which 
County said had outperformed 
the market by 18 per cent dur- 
ing the past three months and 
was beginning to meet resis- 
tance. 

■ Other market statistics. 
Including the FT- Actuaries 
Share Indices and London 
Traded Options, Page 25. 


It was and exciting session in 
the derivates sector yesterday 
as professional traders and 
institutions struggled to come 
to terms with the chances of 
another early cut In UK base 
rates. Tension mounted early 
in the stock index futures mar- 
ket when a large discount 
house, reportedly Gerrard and 
National bought heavily into 
the FT-SE June future con- 
tract 

The discount house was a 
persistent buyer of the June 


contract while the contract 
traded at just below its 6 point 
fair value to the underlying 
cash Index; fair value esti- 
mates allow for the impending 
dividend flow and financing 
costs involved in the price of 
stock in the Footsie Index. 

The activity then triggered a 
flow of stop-loss baying orders 
at around 2540 from Investors 
with positions to cover. The 
contract moved higher to chal- 
lenge the 2550 which would 
equal the existing peak in the 


underlying FT-SE Index but 
proved unable to advance 
beyond this point Locals, or 
private traders in the futures 
market also took a hand at 
this point as did marke {mak- 
ers in the stock market who 
evidently been caught badly 
short of stock when the equity 
market turned higher. 

Traded options were also 
busier, recording 27,783 con- 
tracts against 16,880 on Mon- 
day, with the FT-SE option at 
4,279 against 3,489. 
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YOU ARE RIGHT 


You should not have to struggle to gather European company intelligence. 

FT Analysis offers two page reports of vital knowledge, updated every day, on all the major companies in 
1 ^European countries. Reports are presented in a clear and consistent way across Europe and include: 

• description of business activities (including main products and subsidiaries) 

• five year summary of financial statements 

• major shareholders and directors 

• share price history 

• latest announcements 

The FT Analysis service also gives you access to press cuttings from all major international business 
publications. And allows you to search Europe for business opportunities or keep tabs on 
tiie latest moves of your European counterparts. 


Stop struggling and call: 

Paul Fomin on (071) 702 0991 


THE ANALYSIS CORPORATION PLC 

IBEX HOUSE, 42 - 47 MINORIES LONDON EC3N 1DY 
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Lates t Sham Prices are available an FT Cityline. To obtain your free 
Share Code Booklet ring the FT Cityline help desk on 071-92^2128 
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Recovery hopes lift US dollar 


IOTE UK EBJ FBTOK3 BNMS 
otjaeueainiax 


THE US DOLLAR moved 
cautiously higher yesterday on 
the belief that the American 
economy will soon stage a 
recovery and helped the mar- 
kets overcome Tears of inter- 
vention by central banks. For 
much of the session the dollar 
traded in a narrow range, but 
later in the day it began to 
edge upwards and closed In 
London slightly higher on the 
day. 

The US currency was acted 
after President George Bush 
said be believed that a recov- 
ery was beginning. “If I can 
borrow a term from Wall 
Street, I am bullish on the 
economy; not overly optimls- 
tic...but while some sectors are 
still sluggish, on the whole a 
turnaround appears to be in 
the making.'' 

His remarks encouraged the 
dollar to post a late rally as 
dealers anticipated positive 
economic data later in the 
week. May producer prices are 
released tomorrow, and the 
market is waiting to see 
whether inflationary pressures 
have been contained. 

The most important figures 
of the week come on Friday 
when Industrial production 
and capacity utilisation data 
are released. These will be 
closely studied to see whether 
President Bush's hopes for an 
economic recovery are justi- 
fied. 

C IN NEW YORK 


L6620-L6630 
077-CL75l»n 
2.02- 1.98pm 
5.80- 5.70IW 


However, any rally is likely 
to be tempered by the know- 
ledge that the central banks 
are poised to intervene if the 
dollar shows signs of moving 
strongly ahead. 

The dollar closed higher yes- 
terday at DM1.7725 from 
DM1.7700; at SFrl.5135 from 
SFrl.5120; at FFr6.0150 from 
FFr5.9925. The dollar's Index 
closed down 0.1 point at 67.6. 

Concern that the Japanese 
economy may not be slowing 
down as quickly as feared led 
to a firming in short-term 
interest rates and bolstered the 
yen. The Bank of Japan's quar- 
terly bulletin reported the 
economy was still strong, a 
message which was backed by 
Mr Ryutaro Hashimoto, the 
Finance Minister. The dollar 
slipped back to Y141.10 from 
Y141.90; sterling fell to Y234.50 
from Y236.95; and the Deut- 
schemark dropped to Y79.5&65 
from Y80.15-2Q. 

Speculation that the Bundes- 


bank may respond to the rise 
in the dollar by tightening 
monetary policy at its council 
meeting tomorrow boosted the 
D-Mark. However, most ana- 
lysts believe the Bundesbank 
will leave rates unchanged and 
opt instead for intervention in 
the currency markets to slow 
the dollar's advance. 

Furthermore, the D-Mark's 
recent strength against Euro- 
pean currencies lessens the 
need tor any immediate change 
to German monetary policy. 

Sterling fell back on specula- 
tion about an early cut in 
interest rates. But the signal 
from the Bank of England to 
the money markets that it does 
want an immediate reduction 
in rates lifted sterling. 

The pound closed lower at 
DM2.9450 from DM2.9550; at 
$1.6620 from $1.6700; at 
SFr2-5150 from SFriL535ft and 
at FFr9.9975 from FFrl0-0G75. 
Sterling's index finished down 
0.2 at 90.6. 
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MONEY MARKETS 


Rate hopes dashed 


FT LONDON INTERBANK FIXING 


OLOOa.*. JraeJi) 3 mala IIS Mian 


6 norths US Nbn 


THE BANK of England was 
forced for the second time in 
Jess than a week to resist pres- 
sure yesterday in the money 
markets for an early cut in 
interest rates. 

Despite a warning in its open 
market operations last Friday 
that it did not want an immedi- 
ate change in rates, pressure 
has built up this week for a '/a 
point rate cut to 11 per cent. 

The speculation bad begun 
to undermine sterling and 
weaken its standing in the 
Exchange Rate Mechanism. 
The Bank's response was to 


UK dotting bank base lending rate 
11.5 par coot 
bom May 24, 1991 


tell the markets it would only 
meet their liquidity needs by 
lending at 11% per cent for the 
next nine days. 

The Bank's signal had an 
immediate effect on short-term 
rates. The key three-month 
inter bank rate moved back up 
to 11% per cent from an early 
low of 11 % and a previous 
close of 11&. But with money 
rates still below 11% per cent, 
the market is indicating that a 
cut has merely been delayed 
possibly until the end of next 
week. 

interest rate futures also 
suffered setbacks but shared 
the cash market's belief that 
rates could still be cut by % 


point by the end of the month. 
June short sterling closed 10 
points lower at 88.61, 
indicating an interest rate of 
11.2 per cent 

The futures market is also 
still anticipating further cuts 
in rates later in the year. The 
September short sterling 
contract was yesterday 
implying rates of 10% per cent 
by the autumn. 

The market's £850m liquidity 
need was met in full by the 
Bank, which bought £3Q0m of 
Treasury bills and £53hn lent 
for 9 days at 11% per cent 

The Bank’s lending to the 
discount houses is likely to 
leave the market short for the 
rest of this week, money 
dealers said. 

In Frankfurt call money 
rates were unchanged at 
8.75-8.85 per cent although 
there were signs of upward 
pressures creeping into the 
market as June tax payments 
beging to drain liquidity. 

Help tor the market is likely 
to come from * the 
Bundesbank's regular 
securities repurchase tender 
today. Yesterday the 
Bundesbank set a 28-day repo 
pact at variable bid rates to 
replace an existing DM22.1bn 
agreement. 

In New York the Federal 
Reserve added more liquidity 
than expected to the US money 
markets by way of $2-5bn of 
customer repurchase 
agreements in order to dampen 
upward rate pressure. 
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LONDON MONEY BATES 
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ACROSS 

1 Certainly British Telecom 
accepted owing money (8) 

5 Fuss the Socialist loved (6) 

10 Encounter, when batting, a 
surly fMlow (5) 

11. Greedy- air a US cop could 
reveal (9) 

12 One warlike pit leader 
admitted being fair (9) 

13 Alloy tin-opener stuck in 
food (5) 

14 Face smacker? <6) 

15 Prominent foreigner seen in 
street (7) 

18 Monitor caught student out- 
side, drunk or not! (7) 

20 Join firm taught by the 
French (O 

22 Excuse to hall out Irish 
leader? (5) 

24 Lack of knowledge of region 
can spread (8) 

25 The Duke and Hex Majesty 
flirt! (S) 

26 Knows, when speaking, 
one's into sound (5) 

27 Lines father’s written about 
nymphs (6) 

28 Write dramas about where 
toddlers play safely (8) 

DOWN 

1 Iris goes red because of this 
(6) 

2 Not cross except Fd no form 

about fraud (9) 


8 Bad bra restrains movement 

of singer (63) : 

4 A noble sovereign embraced 
one sooner (71 - I 

8 When this was introduced in 
1971 we got the point? (7^)- 

7 The rest of the layers? <5>. \ 

8 Does tom dead miserable (8) 

9 Fruit drinks, about 2p (g) •; 

16 Say six-footer in queue is 

Rose (9) “ 

17 Discarded piano and played 

violin without (8) 

19 Fat skinhead l introduced! to 

landowners (6> • 

20 Head of Classics learnt 
freely from Principal (7) " 

21 first person in France kflted 
climbing rocks (6)' . ■*;.« 

23 Italian island viewed going 
topless frostily (5) . . . 
Solution to Puzzle No. 7,565/, 
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• Jun e 7 May an May 10 year ago (appro*.) 
Dow MestrM Dh. YWd \D5 239 334 171 


year ago (npprost.) 


StPWMrtaHh.yUd 273 274 279 289 

S&PtadLP/EneUa 1934 1934 1689 1675 

NEW YORK ACTIVE STOCKS TRADING ACTIVITY 

Stocks Closing Changa t Volume Millions 

trsdad pries on day June 10 June 7 June 6 
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TOKYO - Most Active Stocks 

Tuesday 11 June 1991 


Stocks Ceasing Chongs 
Traded Prtan on day 

Nippon Snot 80m +ZB -8 

Hitachi Zoaen — BJbn 846 -8 

Japan SL Whs. —. 3Jm 818 +1 

MUtaHQSCh- 2.0m 840 +28 


Stocks Closing Changa 
Traded mean on day 
NlsaNn Steel — 26m 888 -7 

MRbuJ adptdd _ 26m 06 -6 

Marobenl 26m 80S -13 

Kane eel it Steal - Un 4 IB +5 


Kkwabo bids 


-ao CMyoda 


ASSET-BACKED 

FINANCE 



The FT proposes to publish this survey on 
19th June 1991. 

It will be of particular interest to the 54% of 
chief excecutives and 50% of chief financial 
officers in Europe's largest companies who read 
the FT . If you want to reach this important 
audience, call Andrew Muir on 071- 873 4063 or 
Anna Fairfax on 071- 873 4167. Alternatively 
please fax 071- 873 3078. 
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Wall Street 

AFTER five consecutive days 
of declines, share prices 
bounced back yesterday morn- 
ing as investors returned to 
the market in search of bar- 
gain buys, writes Patrick 
Harversan in New York. 

By 1 pm tbe Dow Jones 
Industrial Average was up 
14.98 at 2,990.38. The other 
maj or indices were also nota- 
bly firmer, with the broader- 
based Standard & Poor’s 500 up 
2.29 at 380.86 at 1pm. and the 
Nasdaq composite of 
over-the-counter stocks up 1.78 
at 497.63. Turnover on the New 
York SE was 101m shares at 
1 pm. Risen outpaced decliners 
by 793 to 584. 

Dealers said there were no 
g pprifir reasons tor the rise in 
share prices. Investors who 
have stayed away from the 
market for most of this month 
because of lower bond prices 
and fears that the market was 
overbought, may have decided 
the time was right to buy equi- 
ties again. They may have also 
bought stocks yesterday in 
anticipation of good economic 
news later this week, with 
Inflation, retail sales and pro- 
duction data due out tomorrow 
and Friday. 

One of tbe features of the 
day was Apple Computer, 
which dropped $1% to $44 V» in 
turnover In excess of lm 
shares. The stock went against 
the trend because of a down- 
grading from Montgomery 
Securities. The broker lowered 
its 1992 earnings estimate and 
its rating on the stock, citing 
concern about an inventory 
build-up, the effects of unfa- 
vourable exchange rate move- 
ments on income, and fears 
that business may not recover 
for another two quarters. 

Other secondary computer 
stocks bred much better, with 
Microsoft rising $ 1 % to $11214 
and Intel putting on $% at 
$51%. Microsoft was helped by 
the news that the company has 
introduced MS-DOS 5, an 
updated version of its operat- 
ing system software for per- 
sonal computers. 

Xoma, the drugs group, 
recovered strongly from Mon- 

ASIA PACIFIC 


day’s sharp decline, rising $ft 
to $27% on turnover of L8m 
shares. Tbe stock had been 
sold on Monday because of 
fears about the outcome of a 
Food and Drug Administration 
(FDA) adivsory committee 
review of its XomaZyme CD5 
Plus drug. The FDA commit- 
tee, however, eventually gave a 
favourable recommendation to 
the product, used in the treat- 
ment of diseases related to 
bone marrow transplants 

On the Big Board. Procter & 
Gamble rose $1% to $83% amid 
reports that the group may be 
considering selling its food and 
beverage businesses. The news 
that Live Entertainment is con- 
sidering a link-up with its 
majority owner, Carolco Pic- 
tures, continued to boost the 
video distributor, whose shares 
rose another $% to $12%. Car- 
olco moved the other way, slip- 
ping $% to $7%. 

Tosco, the petroleum refiner 
and producer, fell $1% to $22 
after an analyst at Sbearson 
Lehman cut his second and 
third quarter 1991 earnings 
estimates. The analyst said he 
was concerned with the weak- 
ening of wholesale petrol 
prices on tbe West coast and 
its impact on Tosco’s income. 

Canada 

TORONTO was mixed at mid- 
day as cash calls mounted. The 
composite index rose 2.6 to 
3,471.9 in volume of 13.7m 
shares. The Royal Bank of Can- 
ada rose C$% to C$25% after 
news that it will issue C$30Dm 
of non -cumulative first pre- 
ferred shares and C$25 0m of 
fixed rate debentures. The for- 
est products manufacturer, 
Mac Millan Bloedel, eased C$1 
to C$21 54 after it said it wifi 
issue 72m c ommo n shares at 
C$21 to raise C$15L2m. 

SOUTH AFRICA 

GOLD shares gave up early 
gains to profit-taking as bul- 
lion prices stabilised. The all- 
gold index rose to 1,440 before 
ending steady at 1,416 while 
the industrial feu % to 
3,682. The all-share index rose 
12 to 3,261. ' 


B RAZIL’S new rules allow- 
ing direct purchases by 
foreign institutional 
investors came into effect on 
Monday. The market took the 
move In its stride this week, 
rising 0.5 per cent on Monday 
and easing 0.1 per cent by mid- 
session yesterday. 

The prospect of foreign capi- 
tal flowing into Brazilian 

equity Ah; baa animated 

the country’s Indices since the 
Comissao de Valores Mobi- 
liares (CVM), Brazil’s stock 
market watchdog, announced 
its intention to loosen restric- 
tions on foreign investment 
three months ago. 

The new rules had their 
greatest impact in May, as the 
entry of foreigners became an 
increasing likelihood. With the 
market expecting between 
$l00m and $500m in outside 
capital to enter the country 
during the next 12 months, 
investors marked up prices 41.7 
per cent in dollar terms last 
month, according to the Inter- 
national Finance Corporation, 
part of the World Bank. Last 
month Brazil extended its rise 
this year to 142 per cent, 
regaining from Argentina its 

EUROPE 


position as the best perfo rmin g 
market in the world. 

The new regulations 
received official approval two 
weeks ago, along with other 
roles designed to bring in out- 
side capital. Since Monday, for- 
egners have been allowed to 
hold on to Brazilian equity for 
only 24 hours, compared with a 
minimum of 90 days under pre- 
vious regulations. Foreigners 
are now also exempt from capi- 
tal tax. 

“The new rules have 
enhanced our credibility and 
are a sign that the country is 
welcoming outside invest- 
ment,” says Mr Alvaro Vldigal, 
president of Bovespa, the Sao 
Paulo stock exchange. 

Some traders believe that 
the reaction has been exagger- 
ated. The impact of the new 
rules is mostly psychological, 
according to Mr Roger Wright, 
head of the foreign investment 
fund at Ranm de Investhnen- 
tos Garantia. “In a market 
which can turn over $60m a 
day, an extra $ 20 Qm in a year 
will not make that murfi differ- 
ence,'* he says. “But what tbe 
new rules show is that the Bra- 
zilian government is now com- 


mitted to attracting foreign 
risk capital. And that's a posi- 
tive sign." 

The entry of more foreign 
capital could lead to greater 
stability. “Foreigners will enter 
the market as long-term hold- 
ers rather than speculators," 
predicts a Citibank spokesman, 
“and that should help reduce 
volatility-” 

There may not be a sus- 
tained increase in volumes. 
"Once the foreigners are in, 
they are likely to hold equity 
for long periods of time,” says 
Mr Vidigal “Therefore, they 
will not be much help In boost- 
ing volumes,” 

Economic factors also con- 
tributed to the rally in Brazil- 
ian equity prices in May. The 
market responded with enthu- 
siasm to tbe appointment of Mr 
Marcilio Marques Moreira as 
economy minister last n K»pth 

Be has taken a modi softer 
Urw» with Rragninn business 
than his predecessor, Ms Ys \ fa 
Cardoso de MeHo. Last week, 
for instance, Autolatina, the 
group formed by the merger of 
Ford ami Volkswagen in Bra- 
zil, won its defence in an anti- 
trust case brought against it by 


LaSn America 

Argentina (29) 497.21 +&3 

Brazil (67) 96*5 +41.7 

Chile (35) 1 , 190-W +Q2 

Colombia (20) 287.59 +4J1 ■ 

Mexico (56) 1.166.48 + 183 

Venezuela (16) 488,55 -8.1 

East Aria 

Korea (77) 293.82 -3.0 

Philippines {30) 1,402.78 +9.0 

Taiwan, China (70) 775.06 -4.8 

South Asia 

India (80) 250.55 +4* 

Indonesian (68) 91.U7 -6.8 

Malaysia (62) 154.35 +3-2 

Thailand (43) 338.84 -93 

Europe/Middle East 

Greece (32) 471.18 -13.8 

Jordan (25) 94.40 ~3.8 

Portugaft (30) 450.85 -3.0 

Turkey* (25) 105.38 -18.1 

Score*: mMnmOoaal FtoW Cwyorwtkn. Bm 

LATIN AMERIC A continued to produce some of 
the best pwwg in g market pfn« last month, 
while European bourses retreated further. After 
Brazil, Mexico produced the biggest rise. 
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according to the International Finance Oocpore- 
Hrm taking its rain in dollar teas over three 


tion, taking its gate fat dollar terns over three 
months to 54 per cent, while Turkey extended 
its loss over three months to 44 per rest. 


the administration's former 
economics team. Investors see 
the new conciliatory approach 
as p os i t ive far company profits. 

A conviction that the Brazil- 
ian depression is weakening 
has also boosted prices. ”1 
think the index surge was due 
to positive signs on the eco- 
nomics front as well as the 
prospect of foreign investors 


entering the market,” says Mr 
Wright. So far, signs of 
i mp r ov e m ent are largely anec- 
dotal, but the business commu- 
nity anticipates an improve- 
ment in economic indicators 
during tiie next few months. 

With Brazil's privatisation 
programme finally moving 
ahead, the equity market is 
likely to attract substantial 


interest from abroad during 
the next few months. “The pri- 
vatisation process will attract 
a new kind of foreign investor, 
such as the international 
banks,” says Mr Vldigal. 

. "ff all goes well, privatisa- 
tion and improving economic 
conditions will sustain price 
gal™ until the end of the 
year,” lm adds. 


(lien 
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Foreign demand helps France climb 1.5% to 1991 high 


FOREIGN DEMAND helped 
France rise sharply in active 
trading yesterday, while other 
late-closing bourses were lifted 
by Wall Street’s firm opening, 
writes Our Markets Staff. 

PARIS advanced 13 per cent 
to a year's high, on active buy- 
ing by foreign investors. 
Domestic investors were more 
hesitant, because of the high 
interest rates. The CAC 40 
gained 23.56 to U87181, passing 
the previous 1991 high set on 
Jane 3, in turnover of 
FFi2.9bn. well above Monday's 
FFrL4bn. 

There was a growing belief 
among foreigners that the 
bourse would end the year 
10-15 per cent higher, the econ- 
omy would recover and inter- 
est rates would fall, said one 
dealer. 

The news that LVMH, the 
luxury goods group, was buy- 
ing 23.4m shares in Guinness 


FT-SE Eurotrack 1QO - Jun 11 

Hourly c hange s 

Open 10 am Ham Noon 1 pan 2 pm 3 pm Close 

1157.17 1158.21 1156.77 1157.43 1157.45 1157.58 1158JB 11S9.97 


Day's High 1160.60 


June 10 
1155.46 


Boa radio 1000 DWHWOj 

invigorated the market The 
LVMH move is necessary to 
restore its original holding in 
the UK company. LVMH 
gained FFr131 or 3.1 per cent to 
FFr4,350 in volume of 47,550 
shares. 

Stocks P 9 pular with British 
and other international inves- 
tors were strong, including 
Suez, up FFr1020 at FFr370.70 
on 537,580 shares, and Peugeot, 
which rose FFr15 to FFr631 on 
257,200 shares. 

FRANKFURT fell back from 


Day’s Low 1156.48 


early gains of around 2 per 
cent but it still registered new 
1991 highs. The FAZ index was 
up 529 at 71055 at midsession 
and the DAX closed 10.98 
higher at l,7l&80. Volume rose 
from DM5.4bn to DM7bn. 

Foreigners continued to 
favour Siemens, up DM6 at 
DM670.90, while Daimler rose 
DM7.50 to DM788JS0- However, 
the automotive pace-setters 
were Volkswagen, up DM720 
at DM409, as it reported a rise 
in deliveries of 64 per cent for 


the first five months, and Con- 
tinental, the tyremaker, 
DM5.50 hi ghAT at DM195. 

Retailers were strung: Kar- 
stadt rose DM12 to DM685 as 
its DVFA wmUnp more than 
doubled to DM38.44 for 1990 
against outside A^iA»«teHom« of 
DM31 to DM32 early this year 
and Degab’s revision of its esti- 
mates to DM34 two weeks ago. 
Asko rose DM1550 to DM829 
and Horten, in which West- 
deutscha Landesbank’s acquisi- 
tion of a majority stake 
received official approval yes- 
terday, put on DMll to DM220. 

MILAN opened higher In 
reaction to the overwhelming 
approval of a referendum on 
electoral reform. But prices 
.closed lower on technical con- 
siderations linked to the expiry 
of monthly options contracts 
mi Wednesday and the end of 
the June account on Friday. 

The Comit index fell 2.06 to 


60548 in volume estimated at 
below Friday's L146bn. The 
bourse was closed an Monday 
as stockbrokers went on strike 
to protest against planned 
reforms. They may strike again 
next week. 

Flat L19 at the AfffMnl 
close to L6431, and rose to 
L6455 after hours. 

BRUSSELS edged higher, 
with the Bel20 index up 2.45 at 
1,181.28. Turnover grew to 
BFr909m from BFr598m. 
Groupe AG, the insurer, gained 
BFrSO or 3.1 per cent to 
BFrl,985 in active trading 
before its annnal meeting.. . 

Other big price changes 
occurred in light trading. Gla- 
verbel jumped BFi200 or 5.1 
per cent to BFrijlflO and 
Wagon-Lits gained BFxSSO. or 
jL8 uer cent to BF17J60. 

STOCKHOLM fell for the 
third successive day. The 
AffSrsvarlden General Index 


eased 22 to 1,125.2 in thin vol- 
ume of SKr331m. after tbe pre- 
vious day's SKr303m. 

Volvo free B shares cased 
SKrl to SKz352 after Monday's 
SKr9 gate. The car company 
unveiled its new model, the 850 
GLT with five cylinders and 
front wheel drive. 

OSLO was depressed by Mon- 
day's news that Aker and Nora 
had swung into loss in the first 
four months of 1991. Tbe all- 
share index fell 3J52 to 51334 in 
turnover worth NKt270m. Aker 
lost NKrLSO to NKOT.G0 and 
Nora fen NKrl5 to NKr22S. 

AMSTERDAM was lifted by 
a firm Wall Street opening at 
the close of a listless Dutch 
session. The CBS tendency 
index closed 05 higher at 95.5. 

ISTANBUL rose 3 per cent 
after Monday's announcement 
of lower Treasury bill rates. 
The 75-share index gained 
K&8Z to &65DJ2. 


Nikkei rises slightly as volume stays low 


Tofcyo 

SHARES rose marginally on 
small-lot buying by institu- 
tional investors yesterday, but 
volume stayed few before the 
June fixtures expiry, writes 
Emiko Terazono in Tokyo. 

Tbe Nikkei average closed 
6121 higher at 24,663.59, after a 
low of 24,46630 and a high of 
24,72137. In spite of bargain- 
hunting for Large-capital issues 
by Insurance companies and 
investment trusts, volume 
■ remained low at 220m shares, 
up from 300m. 

Losses led gains by 460 to 
442, with 201 issues unchanged. 
Tbe Topix index of first-section 
stocks rose 330 to 1,899.71 and, 
in London, the ISE/Nikkel 50 
index rose 1.11 to close at 
141131. 

Trading was quiet ahead of 
the publication of the Tankan, 
the Bank or Japan's quarterly 
business report. The survey 
said that companies were still 
confident the number of com- 
panies expressing optimism 
outstripped the number of pes- 
simists by 36 per cent 

The Tokyo Stock Exchange 
said the balance of margin buy- 
ing had fallen for the fourth 


week, moving down by Y273bn 
to Y5.872.2bn, reflecting the 
lade of activity. Ms Benedicte 
Ivey at Credit Lyonnais Securi- 
ties said some Investors were 
unable to unlnart their margin 
positions because of the low 
volume. 

Nippon Telegraph and Tele- 
phone fell Y13.000 to a year’s 
low of Y865.Q00. Interest rate- 
sensitive. large-capital issues 
weakened: Nippon Steel the 
most active stock of the day, 
fell Y3 to a 1991 low of Y428. 

Sumitomo Metal Mining rose 
Y5Q to Y1.290 on rumours of a 
gold vein discovery in 
southern Japan. Tokio Marine 
& Fire Insurance added Y30 to 
Y1.280 on buying by foreign 
investors and pension funds. 

Calpis Food Industry gained 
Y9Q to Y1380 on reports that it 
was buying a Tokyo beverage 
maker. Rising sales of its 
canned soft drinks also 
attracted investors. 

Interest focused on highly 
priced, small-capital stocks 
with low liquidity. The second 
section index rose 2039 to 
3,273.63 and the over-the- 
counter market index gained 
43.53 to 3361.67. Secom, the 
security service company, 
gained Y130 to Y6350, Sony 


rose Y90 to Y6.050 and TDK 
added Y10 to Y5,650. 

In Osaka, the OSE average 
fell for fixe sixth consecutive 
day. losing 13636 to 27,440.06. 
Volume dropped to 18.8m 
shares from 23.2m. Interest 
rate-sensitive stocks were 
depressed by the higher yen 
and lower bonds. Nintendo, the 
game maker, rose Y800 to 
Y 13,600, and Dai-Dan, an engi- 
neering company, climbed 
Y150 to a record Y4310- 

Rouitdup 

PACIFIC RIM markets were 
concerned with domestic 
issues yesterday. 

AUSTRALIA was lifted by 
golds, the sector i rater piinirig 
653, or 6 per cent to 11433 on 
rising bullion prices. Gold 
Mines of Kalgootlie rose 8 
cents to 73 cents and Placer 
Pacific by 14 cents to A$2.46. 
The All Ordinaries index added 
8.0 to 1,486.0 in turnover of 
A$187m. down from A$238m. 

Bundaberg Sugar jumped 40 
cents to A$4 after Mr John 
Kerin, the new government 
treasurer, cleared tbe bid from 
Tate & Lyle. The UK company 
is offering A$4.10 a share. 

TNT and News Corp were 


weak after last week's news 
that their joint venture was 
exposed to the troubled Amer- 
ica West Airlines. TNT lost 6 
cents to 82 cents and News 
Corp feH 16 cents to A$8.44. 

HONG KONG was boosted 
by remarks from Chinese Com- 
munist Party leader Jiang 
Zemin that China would not 
interfere in Hong Kong's 
affairs in the run-up to 1997. 
But the Hang Seng index came 
off the day’s high to close 1629 
better at 3,631.48. Turnover 
was thin at HR$880m after 
Tuesday’s HK$787m. 

NEW ZEALAND fell as the 
details of the Telecom Corp Do- 
tation stole investors' atten- 
tion. The Barclays index fell 
1210 to 1,43630. 

SINGAPORE rebounded on 
bargain-hunting after a weak 
opening. The Straits Times 
Industrial index rose 8.69 to 
1,53831 in volume of S$65m, 
down from S$70m. 

TAIWAN ended mixed in 
thin trading. The weighted 
index eased 1.47 to 5351-16 and 
volume fell to T$36.4bn from 
T$41.7bn. 

BOMBAY reopened after a 
day's closure to light and hesi- 
tant trading, but the BSE index 
rose 1333 to 1361 . 64 . 
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Gruppe 


This notice is issued 
by OMV Group. 


Rights issue of new shares 

AS 400, 000, 000 Nominal Value 
New shares to bearer 
of nominal value of AS 100,- each 
(nos. 1 ,000,001 - 5,000,000) 

Ranking for dividend with effect 
from January 1st, 1991 . 

The subscription period is 
June 10th to June 24th, 1991 . 
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NATIONAL AND 
REGIONAL MAHKETS 


MONDAY JUNE 10 1981 


FRIDAY JUNE 7 1991 


DOLLAR INDEX 


Flgkaw In parentheses us Day's Pound Local Local 

sh ow nu mber of lines Dollar Clung* Sterling Yen DM Currency % chg 

01 3#ock Infla* % Max Index Index Max on day 


Austria (26) 198.22 

Belgium (49). 130,34 

Canada (115) 14137 

Denmark (37) 239.67 

Rnland (16) 112.75 

France (114) 134.33 

Germany 165) IIIjBI 

Hong Kmq (SS) 150.98 

Ireland (18) 152.72 

ttaly (77) 79.19 

Japan (474L. 13023 

Malaysia (68) 235.54 

Mexico (15). 1056.50 

Nethertand (31) 138.80 

New Zealand (13) 49.12 

Norway (32) 198.81 

Singapore (38).... 200.66 

South Afrlea (61) 22261 

Spain (55). 156.98 

Sweden (27) 18622 

Switzerland (58) 9235 

United Kingdom (239) 167.72 

USA (525) 153.47 


Craw US Pound Local Year 

Dhr. Dollar Swing Yen DM Currency 1991 1991 mo 

Yield Max Index Max Index Max Wgh Lav (approx) 


532 13331 11639 118.67 12334 11830 147.30 11274 137.64 

1.48 198.71 17835 17633 183.01 18245 22237 187.00 245.68 

5.0S 13131 11631 116.16 120.86 117M 15130 121.73 1503 8 

334 14230 128.13 128.10 130.96 118.11 142.27 128.49 13831 

1.52 237.93 211.04 21131 219.13 219.80 270.56 217.74 253.78 

239 114.01 101.12 101.11 105.00 89.74 125.15 9031 19530 

3.48 13472 119.50 119.47 124.07 126.75 15228 12135 156.97 

217 11234 99.65 99.64 103.46 103.48 12535 10243 12833 

5.18 151.82 13446 134.48 139.64 150.59 161.77 119.62 130.18 

336 15331 136.16 136.15 14138 143.01 18246 13288 18731 

296 7935 7030 7038 7299 77.66 6833 7205 10838 

0.72 133.61 11831 118.49 123.07 118.49 14637 116.36 14936 

238 238.09 211.18 211.14 21937 253.91 247.78 19283 23241 

1.85 107335 952.04 951.91 888.55 353530 1079.72 534.45 53830 

435 13834 121.46 121.44 126.12 124.62 145.73 125.70 138.80 

734 48.33 4287 4267 4432 4432 5434 41.18 6333 

138 200.75 176.06 17834 18439 18734 22334 18234 234.99 

203 205.12 18134 181.91 168.91 16733 20835 15133 206.98 

138 218.61 194.08 194.05 20132 169.70 22261 173.00 18403 

4.10 15636 138.69 138.68 14401 129.53 171.12 13131 159.76 

250 169.00 167.64 16732 17406 177.88 204.12 148.60 21426 

222 9241 81.97 8136 85.12 8837 10037 8217 10131 

432 18744 14831 148.48 15420 14831 187.44 15627 10032 

3.17 153.73 13836 13635 141.60 153.73 15024 125.95 14828 



The world Index (2272)... 140.44 - 03 124.08 125.96 12925 13203 - 0.6 260 141.73 125.71 125.70 13034 1327B 14831 123.28 14632 


Copyright The Financial Times Limited, Goldman, Sachs & Co. and County NatWesl Securities Limited. 1987 

Latest prices were unavailable for this edition. Australian market dosed 10/8791, Italian prices were unavailable 10/8/91. 


The Company 
C)MV together with tts sub- 
sidiaries and associated com- 
panies is an integrated, 
increasingly international 
group active in the crude oB 
industry (refining and mar- 
keting). the natural gas 
industry, and foe chemical 
and petrochemical industries. 


Acquisition 

In foe first half of 1990, 

OMV (Canada) Ltd. acquired 
shares in two oH fields and 
one gas field in Alberta. 
6MV(U.K) Ud. acquired 
shares in two fields in the 
British sector of foe North 
Sea. For foe first time in 
dMV*s history, foe Group is 
producing more-ofl abroad 
than in Austria. 


Financial Situation 
The financial situation of 
OMV Akffengeseflschaft and 
of foe OMV Group as 
derived from the audited 

OMV Group: 

In million AS 

Consolidated turnover 
Balance Sheet total 
Equity capital 
Outside capital 

Investment in tangfele fixed assets 
Depreciation on fixed tangible assets 
Profit according to OVFA 
Cash flow according to OVFA 

6**V AkttengesaOschaft: 

In million AS 

Turnover 

Balance Sheet total 
Equity capital including 
untaxed reserves 
Outside capital 

investment in tangible fixed assets 
Depreciation on fixed tangible assets 

Ostenetohische LSnderbank 
AkttengeseHschaft, 

Am Hof 2, 1010 VIENNA - 


consolidated accounts of the 
OMV Group for the two years 
ended 31st December 1990 is 
summarised below: 


1989 

1990 

58,487 

77,889 

47,981 

63,245 

13,541 

14,040 

34,440 

49,205 

3,967 

10,047 

3,677 

4,361 

1557 

. 1,621 

5,767 

7^47 

1989 

1990 

41,941 

49,510 

35^33 

37,73 1 . 

11.190 

11,461 . 


24.737 

1,294 

2/597 


26,270 

1,326 

2200 


S.G. Warburg Securities 
1 Finsbury Avenue, 
LONDON EC2M2PA 

June 12 th, 1991 
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•Pofltfeaf -changes In 
■ eastern Europe offer 
freish, bpportUh itf es 
and the EC's-Single 
Market <efbrriis may 




openupexistingrtrarkets. The 
industry must deal wiifi eveatighter 
environmedtai'> measures aijd the 
debate oydr the future of nfifeteaf 


power, AndreW Baxter rejgprts 
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of power 
generating equipment have . 
sustained too many shocks 
over the past 20 years to. 
becom e fired with over-ebthu- 

few 

kxAi»IooltiBgbeOItliieri«)W ; 

thpn . at - any ^ly i to tfw 18BQS.. -> 

Participants in . the highly 
cyclical market for turbines, 
generators, boilers and a wide ■ 
range of mdlkrr equipment 
are; benefiting tram a mnda- 
mental shift in buying patterns 

amongiitiHtifr an d mdni trt al 
customers ascansumptfon of 
dactdcity to many - key nup>~ 
lwts catches ftp wifii instaHjed 7 

•At- -the m«b tiioaift global 
trend towards more efficient 
use of foel and tighta: environ- . 
mwntiii standards la dangfau- 
thetodnstry’s prn tfwr# y 
fuefltog interest in zrixaOtting 
mod mrw^ttn Bnt.to cadsting ' 

Qntep of thaitatheintrigu-. 
tog project of soles to the for- ' 
mer eagteritGenntowv eastern 
Europe and the Soviet Union, , 
where the safetyafScrvtebde- • 
signed nuclear power stations 
has been qoflstioned ' and . the . 
environmental impact of con- 
ventional jplants horning 
brown coal (UguiteHias varied. 


from 

•*» There ate 
however.; In western Europe, 
cross-border mergers have 
•strengthened supplier;'' world- 
wide, competitiveness, but fur- 
ther rationalisation is still 
likely in manufacturing capac- 
ity ar the huge steam turbines 
that have become less relevant 
to w estern customers' rapidly- . 

Community's 
Sihgte Market reforms promise 
to open up protected national 
markets as competition is 
introduced to toe pubUcpro- 
curement procesa^buiBB sup- 
pliers, led for General Electric, . 
camplata'that they are being 
w'liiiUi^ — . imtf are demanding 
a “level-playing field.” 

UK suppliers, meanwhile, 
complain thatl the govern- 
ment’s relative parsimony In 
tondfng ‘‘ajfail.fiir trade” Is ham-, 
paring thmr conmetitivenesa in 
some promising ’Hrird World 
markets. Some awalt . hard «t 
dencethat they udllbe allowed 
to opmpete fairiy to toe reunfe 

Anbtom^Liportant deratop- 
menhJs'the ciumg tog nature of 
customers ln the power supply . 
industry, illustrated most 

S ophteauy to', privatisation in 
b UK-For equipment suppli- 


ers, this injects equal measures 
of opportunity and uncertainty 
Into their planning as the 
restructured utilities reassess 
their tnuHtfrmai buying strate- 
gies and shop around for 
cheaper, more' efficient and 
anicker-tobnild Plant 

Then there la the biggest 
uncertainty of all - Ilia future 
of nuclear power worldwide. 
Big equipment suppliers such 
~ as GE, Asea Brown Boveri and 
Siemens are continuing to 
Invest In new techniques so 
. that they are ready for any 
upturn In western markets at 
the end of the decade or early 
next century. But the .Me i at 
this investment Is largely out 
of their hands. 

Despite these challenges It 
looks as If the normal pattern 
fw thin long lead thus indus try 
- of trailing recessions else- 
where in manufactur- 
ing -could be broken in the 
1960s. 

"It could be that two years 
from now, when the economies 
of the world think they are out 
of a recession, this business 
will have a low paint. But we 
are not forecasting that we see 
the growth requirements being 
strong nnd consistent 

enough... we see steady 
growth over the next decade,” 
says Mr David Genever-Wat- 
ling, senior vice-president at 
GB Industrial and Power 
Systems, the world's biggest 
gas tuzhme producer. 

There is certainly plenty of 
room for growth. Buffeted by 
' the after-effects of the second 
oil price shock, the industry 
Mi rock bottom in 1965. The 
world market has recovered 
steadily over the past two or 
.three years but is still around 
half toe level of its historical 
peak In 1974. 

GE’s forecasts for the 1990s 
imply growth in the US market 
for new capacity of 2.4 per cent 
a year, unexciting but still a' 
dramatic turnround from the 
.first half of the 1960s when the 
market fell to a tenth of its 
former size. 

• tn contrast, GE expects the 
Far Bast market, and particu- 
larly Japan, Korea and Taiwan, 
to grow at 5-7 per cent a year 
during dm 1990s if power sup- 
ply Is to' keep pace with fast- 
growing economies. Mr Robert 
McCoy of UBS Securities in 
New York estimates that the 
Ear East’s share of the worid 



A General Electric comproeacr rotor built lor the moat powerful gas turbine in the world 


gas turbine market rose from 6 
per emit in 1980 to 26 per cent 
last year. 

According to UBS, GB and 
its associates had 35 per cent of 
tola market last year, followed 
by Mitsubishi Heavy indus- 
tries/ WestinghouHe Elec- 
trlc/FiatAvio with 21 per cent 
In third place was ABB and its 
joint venture with the UK’s 
Northern Engineering Indus- 
tries (17 per cent), followed by 
GEC Alsthom's European Gas 
Turbine Comp any (1 0 per cent) 
and Sieraens’ KwU with 9 per 
cent 

.Although there are 28. com- 
panies competing in the world 
gas turbine market the princi- 
pal suppliers of the technology 
can be counted on one hand, 
and ownership of - or access 
to - the leading edge of gas 
turbine technology has never 
been more important 

Natural gas was long consid- 
ered too valuable a him for use 
in power generation but now 


large, reliable gas turbines 
have been developed which can 
be linked to steam turbines to 
produce "combined cycle” 
power generation - cleaner 
and more efficient than con- 
ventional "open cycle” coal- 
fixed steam turbine generation. 

GE is the technology leader 
In gas turbines, even if Euro- 
pean rivals such as ABB claim 
to have the edge elsewhere. 
The US company's global reach 
has protected it from the 
recent dearth of orders at 
home. A further advantage has 
been its ability to feed off the 
turbine research of its sister 
GE aeroengine company. 

In Europe, interest has 
focused on progress made by 
Swiss- Swedish ABB and 
Anglo-French GEC Als thorn 
since they were formed in 1968 
and 1989. Mr Gfiran Lundberg, 
head of ABB’s power genera- 
tion business, highlights the 
$1.6tm acquisition in 1989 of 
Combustion Engineering, the 


US hollar group, rniahitwg ABB 
to offer a total retrofit package 
and enhancing ita ef fe ct i veness 
In export markets. CE, how- 
ever, has required streamlining 
ami ra tionalisation. 

GEC Alsthom, meanwhile, 
has taken longer to emerge 
from its shell since GEC of the 
UK and Alcatel Alsthom of 
France merged their power and 
other heavy engineering activi- 
ties. After sorting out the inev- 
itable cultural differences, the 
power business is now firing 
on an cylinders, taking advan- 
tage of product synergies 
between the two partners and 
its gas turbine licence agree- 
ment with GE. 

The four Japanese suppliers, 
led by Mitsubishi, have carved 
out an important sphere of 
infill wnrn in the Middle East. 
But this is not an industry 
where they have captured tech- 
nological leadership from the 
west - Hitachi and Toshiba 
are GE gas turbine licensees. 


To reap the rewards from the 
opportunities available in the 
1990a, the big suppliers will 
need to keep open as many 
optima as possible. The trend 
to combined cycle is not uni- 
versal, and political and 
resource-use considerations 
will guarantee coal-fired steam- 
turbine generation a continued, 
important role in much of the 
Third World, especially China. 

Nowhere la the need for sup- 
pliers to stay flexible more 
marked than m envi ronmental 
control systems. While there is 
universal concern about emis- 
sions, fashions change rapidly 
and the extent to which fine 
words are matched by deeds 
varies widely from country to 
country. 

“A few years ago people 
were talking about sulphur 
dioxide, then nitrogen oxide, 
and there are more things com- 
ing up,” says Mr Lundberg. 
The uncertainty partly 
explains why the big suppliers 
are maintaining their competi- 
tiveness in nuclear fuel tech- 
nology - a no-emlsslon 
method of generating power, 
albeit still beset by worries 
over safety of the power gener- 
ation process and the subse- 
quent reprocessing of waste. 

Ail the opportunities come 
together in eastern Germany 
and - with risks too - its for- 
mer communist neighbours. 
Siemens and ABB have been 
uarticulariv active in eastern 
Germany where cash-rich Ger- 
man utilities plan to spend 
somewhere between DMaObn 
and DM40bn before the end of 
the century on new or replace- 
ment plants. 

Further east, demand for 
clean, efficient power plant is 
enormous, but so are the finan- 
cing problems and political 
uncertainty. All the big west- 
ern companies are trying to 
cement links with suppliers 
such as Skoda of Czechoslo- 
vakia and Leningrad Metal 
Works, the well-regarded 
Soviet steam turbine producer. 

The winners will get a ring- 
side seat at one of the most 
tawtflUidng of many opportuni- 
ties now beckoning, and occa- 
sionally bewitching, the supply 
Industry. Fortunately, most 
producers are keeping their 

bucym^ora^a^ead after the 
"perfectly horrible” or even 
“cat astr ophic” 1960s. 
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FGO system on a power 
station In west Germany 
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<3£C AISTHOM b o worid leader in power The Compony offers its customers a 
engineering '-arid rott transport with o turnover in comprehensive engineering service for power 

station design and construction, tt also offers a 




With over 50 power station projects 
currently under construction in more than 25 
nations and completed projects in many more, 
dTTptoyees worldwide. Over hatf of its rales are range of technologies that is second to none for GEC ALSTHOM is bringing power to life around 

thermal, combined cyde and hydraulic power the world, 
plants as well as the conventional islands of 
nudear power plants. • 


GEC ALSTHOM 


P.O. Box 70, MU Road, Rugby, Warwickshire CV21 1TB 
Tel; (0788) 548800 Fax; (0788) 546440 
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Jim Millard reports on the Middle East market after the Gulf war 

Modest upturn for suppliers 


THE swift conclusion to the 
Gulf war has done much to 
repair the frayed confidence of 
the Middle East's business 
community. This, in turn, has 
led to a modest recovery in the 
fortunes of some power equip- 
ment suppliers. 

While the number of power 
plants in the Gulf mushroomed 
during the oil boom of the 
1960s and 1970s, the 1980s were 
quiet by comparison. With oil 
prices now stabilised at about 
$22 a barrel and looking likely 
to fall still further, many see 
the fate of the power supply 
industry as depending on two 
factors: first, sufficient political 
stability to permit economic 
recovery in war-torn states 
such as Kuwait, Iraq, Iran and 
Lebanon; second, the success 
or failure of a significant pri- 
vate sector in the relatively 
stable Gulf states. 

The more developed states 
are now looking to reduce their 
dependence on petrodollars by 
building up both manufactur- 
ing and service industries. The 
extra growth generated by 
these activities is starting to 
provide a fillip to the regional 
power supply market 

At the heavy end of the gen- 
eration scale, the oil-rich Gulf 
states (including a pre-war 
Kuwait) have been locked in a 
race to keep their generation 
capacities abreast of rapidly 
growing demand forecasts, at a 
time when many older stations 
are approaching the end of 
their design lives. 

The absence of any hydro 
resources, and vast and 
increasing reserves of oO and 
gas on their doorsteps, have 
made cheap, flexible and modu- 
lar gas turbine units the obvi- 
ous choice. Conversions and 
refits have become common as 
utilities look to boost output 
and efficiency from existing 
older thermal plants with gas 


turbine “topping" cycles. 
Newer gas-fired stations have 
been converted to combined 
cycle plants through the addi- 
tion of waste beat boilers and 
steam turbines. 

In Dubai, where electricity 
consumption is growing at 
around 10-12 per cent or more 
annually - more rapidly than 
anywhere else in the Gulf 
- the Dubai Electricity Com- 
pany is keen to give fresh 
impetus to projects that suf- 
fered from uncertainty and 
high insurance rates during 
the war. 

The Jebel Alt Free Zone and 
Port in Dubai continues to 
grow at such a rate that there 
is speculation that it will soon 
require a separate and dedi- 
cated power supply, despite the 
commissioning in 1993 of the 
400MW Jebel All *G’ plant, orig- 
inally earmarked for construc- 
tion at A1 Mamzar on the 
Dubai/Sbaijah border. 

The Dubai Electricity Com- 
pany recently confirmed a 
$950m contract to a European 
consortium led by Siemen’s 


Kuwait’s most modern 
station, the 2,400MW 
AJ-Zour South plant, 
survived the conflict 
relatively unscathed 


power plant subsidiary KWU, 
in the fece of competition from 
both Asea Brown Boveri (ABB) 
and Mitsubishi-led consortia. 

In Kuwait, the mood is less 
certain. The combination of a 
dramatic reduction in the pop- 
ulation following the exodus of 
many non-Kuwaitis, and the 
destruction of much of the 
country's industry has had a 
considerable impact on 
Kuwait's power needs, with 
inevitable investment casual- 


ties. Plans for a 2.400MW gas- 
fired station at Subiya have 
been suspended while energies 
and currency are diverted to 
more presang problems. 

Ironically, Kuwait’s most 
modem station, the 2.400MW 
Al-Zour South plant, survived 
the conflict relatively 
unscathed and is ready to 
come on-stream as soon as 
damaged transmission lines 
have been repaired. It Is esti- 
mated that this plant alone 
could supply up to 75 per cent 
of Kuwait’s power needs. 

Although some repairs are 
required at the Doha East 
plant, generating facilities at 
both Doha West and South 
Shuaiba have been active since 
April It is now clear that fur- 
ther government investment in 
base load power will have to 
wait until justified by eco- 
nomic growth. 

If and when the orders do 
come, it is by no means certain 
that the recipient companies 
will be from Kuwait's main 
war allies, the US and Britain. 

Speculation abounds that the 
severe contract conditions that 
discouraged most con- 

tractors from bidding for 
Kuwaiti contracts daring the 
1980s will be retained, leaving 
only Japanese companies such 
as Mitsubishi Heavy Indus- 
tries, Hitachi, Toshiba, Talsei 
Corporation and Sasakura 
Engineering Company to 
repair and replace what they 
built In the first place. 

This view is reinforced by 
the likelihood of low bidding 
and generous financing as the 
Japanese seek to make amends 
for their lack of involvement in 
the allied coalition. 

Iraq, on the other hand, 
needs massive investment in 
generating capacity, but has 
little hope of receiving it in the 
foreseeable future. While dam- 
age appraisals vary, Mr Dlf 


Bej mar, head of ABB’s West 
and South Asia regional office 
in Amman, Jordan, estimates 
that about 70 per cent of Iraqi 
capacity was destroyed, with a 
farther 20 per cent currently 
out of action through distribu- 
tion damage. 

With US and European sup- 
pliers ruled out politically for 
the time being (with the possi- 
ble exception of Swiss-Swediah 
ABB), rally the Soviet Union 
and Japan have the industrial 
muscle to build power stations 
on such a scale. But with the 
UN demanding a hefty chunk 
of Iraq’s oil revenues for war 
reparations, and hanirq world- 
wide unwilling to provide 
credit guarantees, neither look 
likely to take up the challenge 
In the near f uture. 

Sources at KWU, which has 
previously buffi; oil-fired plants 
in Iraq, are more bullish, how- 
ever, saying that the company 
expects to win a shar p of the 
contracts regardless of the gov- 
ernment in power, it is, they 
say, simply a question of tie 
finance becoming available. 

Iraq needs massive 
Investment in 
generating capacity 
but has little hope of 
receiving It 

Elsewhere in the region, 
increased stability has seen a 
dramatic increase in activity in 
even the most war-tom of 
countries such as Iran and, less 
conspicuously, Lebanon. 
I m p r o v ements In Iran's oil and 
gas revenues and an end to the 
nine-year war with Iraq have 
enabled several projects to be 
reactivated, including large 
hydroelectric schemes on the 
Karon and Arras rivers. 

The largest of these, the 



Kuwait City power plant: destruction of much of Iha country's Industry had a considerable impact oo power needs 


3.000MW Kanm-3 dam, is likely 
to be buffi by a consortium of 
Construtora Andrade Guti 
Errez of Brasil and Technopro- 
mexport of the Soviet Union, 
although foreign ffnanriwg arid 

export credit guarantees for 
the $3bn project are still not 
forthcoming. 

Plans for a farther 4£O0MW 
of capacity spread over six 
plants in western Iran have 
also been drawn up, inrinding 
a 1.200MW combined cycle 
p lant at ftflaw, and a further 
hydroplant, Kanm-4. 

Iran’s long-standing relation- 
ship with tiie Soviet Union has 
also given it a chance to rede- 
velop its nuclear power pro- 
gramme, started in the 1970s 
but halted in 1980 at the start 
of the war with Iraq. The 
Islamic Republic News Agency 
(SNA) reported in June last 
year that the Soviet Union 
would be b uilding two unclear 
plants in Iran as part of a wide- 
ranging trade agreement. 
Mohsa Nourbakhsh, Iran’s 
finance minister, confirmed 
that one of the plants would be 
a partly finished station at 
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FOR A NEW CENTURY 

In July this year, Babcock Energy celebrates its centenary. 

Babcock in Britain began a hundred years ago with a 
single product: a safe and efficient new design of steam boiler 
that soon became the chosen power source for industry and 
power generation around the world. The same dedication to 
quality and reliability that went into that original Babcock 
boiler is a primary reason for the company's sustained 
leadership in this field to the present day. 

In fossil-fuelled power generation plant, Babcock Energy 
is a leader in conventional, clean-coal and alternative fuel 
technologies, and in environmental protection by emission 
control. Babcock Energy has world-wide experience in gas 
turbine combined-cycle power systems, and has the skills, and 
advanced resources to continue its successful involvement in 
nuclear power. The quality of Babcock Energy products and 
systems is underwitten through accreditatioti to BS 5750. 

Babcock Energy enters its second century supremely well 
equipped for continuing and increasing success. 


Babcock 


Busheh r, aba ndoned by con- 
tractors KWU in 1980. 

Further north, where hostili- 
ties in Beirut appear to have 
ended there is evidence that 
local investors are starting to 
cast their eye over the Leban- 
ese market where shortages, 
theft and rationing of electric- 
ity have restricted use to about 
six hours daily in the Beirut 
area. 

At a recent seminar on 
power and water shortages 
sponsored by the American 
University of Beirut, plans 
were revealed for the immedi- 
ate repair of both the Jiyeh 
and Zook power stations. 


The mood among most man- 
ufacturers, especially those of 
diesel and gas generator sets 
and other standby power 
equipment, is now very much 
one of “wait and see". Much of 
the need for this type of equip- 
ment Is based cm instaflatiens 
such as hospitals and office 
blocks, most of which have 
long since been destroyed. 

Mr Ian Dale, chief executive 
of the Dale Electric Group, a 
long-time manufacturer and 
exporter of generator sets 
worldwide. Is optimistic but 
cautious about prospects in 
Lebanon: ■ 

“Nothing will really happen 


until the area b totally demili- 
tarised - probably within the 
next 13 months. Then we shall 
see signs of local businessmen 
bringing tbeir capital back 
from Cyprus." 

. Tbs real problem with the 
Middle Eest. be explains, is the 
absence of strong local mar- 
kets, unlike the situation in 
South East Asia. "Compare 
Indonesia, with 200m people, to 
Saudi Arabia, with just seven 
m ininn, and you can see why 
the Middle East will always be 
a difficult market," be says. 

The author is deputy editor of 
Middle East Electricity 



‘Preserving the balance of power in Europe’: a 33M W Huston engine buHt at Lincoln 

■ PROFILE: 0EC Alsthom 

Anglo-French venture 
forms a strong force 


W the Japanese ever assume 
the technological leadership in 
power generating equipment 
that they have achieved, in con- 
sumer electronics, it will be 
because mergers such as that 
between the heavy engineering 
businesses of GEC and Alcatel 
Alsthom have gone badly 
wrong. 

Fortunately for GEC Als- 
thora’s two powerful share- 
holders, there appears to be lit- 
tle possibility of that 
happening. The Anglo-French 
venture has emerged as a 
strong force in the world power 
engineering naiHret, buttressed 
by a broad product range and 
by .the licensing agreement 
that European Gas Turbines, 
its 90 per cant-owned subsid- 
iary, has with General Electric 
.of the US. 

GE owns the remaining 10 
per cent of EGT, cementing a 
link which goes a long way 
beyond many of the US com- 
pany's manufacturing agree- 
ments with other companies. 

GEC Alsthom was formed 
largely In anticipation of the 
Single Market and against a 
backdrop of growing concern 
in Europe about the competi- 
tiveness of nationally-based 
heavy engineering concerns. 
Four of its nine divisions are 
devoted to power generating 
equipment and accounted for 
44 per cent of the company’s 
Ecufii5bn (S7-6bn) of sales in 
1989/90. 

The formidable power of Jap- 
anese manufacturers, in har- 
ness with, their financial insti- 
tutions, has often proved too 
much for western competitors. 
But MT Nicholas Salmon, dep- 
uty managing director of GEC 
Alsthom’s power plants divi- 
sion, says the formation of 
groups such as the 
Anglo-French company and 
Asea Brown Boveri has been 
necessary In preserving the 
balance of power In Europe. 

Indirectly, GEC Alsthom is 
also part of the GE family that 
produces the world's biggest, 
hottest and most efficient gas 
turbines, says Mr Kelvin Bray, 
chairman and chief executive 
of EGT. 

Given the importance of 
large, sophisticated gas tur- 
bines in modem combined-cy- 
cle plants, the relationship 
with GE is, perhaps, more 
important to GEC Alsthom 
than it is to the US company, 
hut it is not a one-way process. 
EGT is supplying power tur- 
bines for GE’s aero-der i vati v e 
range and is working with GE 
in aircraft gas turbines. GE 
and EGT also have a transat- 
lantic technology council for 


heavy-duty gas turbines, help- 
ing each side to issue technol- 
ogy simultaneously. 

Rationalisation of European 
steam turbine capacity was a 
key factor behind the cross- 
border mergers of the late 
1980s and thus sector was the 
only big area of significant 
overlap for GEC Alsthom to 
tackle. 

' But even there, says Mr 
Salmon, it was helped by the 
fact that both constituents had 
similar steam turbine technol- 
ogy, removing the need to 
make difficult choices about 
which technology to drop. 

Elsewhere, the fit has been 
remarkably free of overlaps 
and the company has 
with a turnkey cont 
capacity and equipment 
tug from turbines through boil- 
ers to flue gas purification, 
with nuclear reactors virtually 
tire only omission. No one at 

GEC Alsthom was 
formed largely In 
anticipation of the 
Single Market 

GEC Alsthom is too worried 
about that in the present cli- 
mate. 

The combination in gas tur- 
bines has been particularly 
effective, producing a range 
from 2MW to 212MW out of the 
small Boston turbines in the 
UK, Alsthom and the German 
K a n ls’ larger models, and aero- 
derivative products in mid- 
range. 

Alsthom, Kanis and Ruston 
had agreements with GE 
before .the merger, and Mr 
Bray says that “nothing that 

we were doing has had to be 
stopped or cancelled, although 
we were able to do some things 
more economically.'* 

Turnover at EGT has risen 
from £250m at the time of the 
merger to about £470m in 1990/ 
91, and a ElOQm. product and 
process devel opme nt pro- 
gramme is underway. 

Capacity is being expanded, 
with, a new facility planned in 
France for producing a larger 
volume of rotors and complete 
gas turbines incorporating the 
latest blade technology. 

Progress at EGT is unlikely 
to cut much ice with the 500 
workers at GEG Alsthom’s 
Lame factory which will dose 
at the end of the year. The 
Northern Ireland plant was a 
victim of the cancellation of 
the UK’s 900MW coal-fired sta- 
tions and nuclear programme, 
that led to the announcement 
in April of 900 UK job cuts. 


But Mr Salmon believes that, 
internationally, the overcapa- 
city in steam turbines is likely 
to continue at a “more accept- 
able rate” until the end of the 
1990s. That is based partly on 
projections for conventional 
coal-fired stations which 
underline their continuing 
importance in Third World 
countries. 

GEC Alsthom is particularly 
well-placed in China which is 
likely to remain a big user of 
coal-fired stations and repre- 
sents the company's largest 
export market for power plant 
GEC Alsthom has 630QMW of 
capacity installed or on order 
in China, due partly to the con- 
siderable long-term efforts by 
its forbears to open up a diffi- 
cult market 

Elsewhere, GEC Alsthom 
was later than its rivals, Sie- 
mens and ABB, in making 
acquisitions in eastern Ger- 
many, purchasing two steam 
generator companies in April. 
But it has a bigger installed 
base than its competitors, says 
Mr Bray, with 21 gas turbines 
in use in the former East Ger- 
many. 

And Mr Salmon points out 
that the German parts of GEC 
Alsthom’s business, such as 
boiler-maker EVT and Waltber 
with its flue gas treatment 
systems, have products that 
are relevant to the eastern Ger- 
man market 

Overall, Mr Salmon is rea- 
sonably optimistic about GEC 
Alstbom’s prospects in the 
power plant business world- 
wide, and notes that the 
demand in many western mar- 
kets for equipment to replace 
ageing, inefficient power sta- 
tions provides "an ei e r pippt of 
Inevitability” to balance the 
industry’s inherent cyclicality. 

Along with its competitors, 
GEC Alsthom is keeping its 
options open to address the 
diverse needs of customers, 
especially in environmental 
control. 

ha the UK, for example, it 
has joined British Coal’s "top- 
ping cycle" project at Grime* 
tnorpe in Yorkshire, a com- 
bined-cycle system 
incorporating sophisticated 
coal gasification techniques. 

. The aim of-such participa- 
tion is to ensure tha t If. and 
when coal regains Its popular- 
ity as a fuel source in western 
markets, GEC Alsthom is .well 
placed to take, advantage. “We 
have a view that whoa coal 
comes back it wilt be burnt in 
a _ more environmenteUy- 
friendly way," says Mr Bray. 

Andrew Baxter 






in 


JfNANOAL TTMBS WEDNESDAY JUNE 1 2 1991 

{POWER GENERATION 3 


1 


Tomes* AOlt miotaar power ■ration 


THE UNITED KINGDOM 



yr cf 


RECESSIONS may come aad 
bo la the ..power aqnljanant 
mdoitry, .bat. tow; market*, if 
«ny, ban ant urutorgoae the 
structural upheaval fin t: ha* 
over tbe; peat two 
yeareia the «* 

Privati**t 
Ity suppb 


priorities as 
generating I 
on, B 
market » 
been forced! 



ment-sw 

tiontha 


. was a component* 


( Youc*n go from . 
signing ffi# oontrwct 
to Ufrnlna^iittM 
powor twoyuirs later 1 


market with the customer (this 
■ _ CBGB) engineering and mnltt DmnoM 

If Hfj porcMidM tfimt toM»dfl*ign a X8QMW 

1 *111' and ipfldffcation. Now t£e pom 03 

derivatives tram tbe CSGB end Arid, and 

all the new people are raying: . comWnad 
■Otoe ma a bax.* ■■ 

Regional electricity compa- 
ntersnd the new independent 
companies which have never 
built a power station simply do 
not Java the resources to 
design one. And while National 
Power and' PowerGen, the 
direct descendants of the 
CBGB, etm retain tban Amu, 
toey vlaw toamaatves as opera- 
tors, rather than bnOders, of 
ijower stations. - 
In the second -half of the 
1380s, rising-demand fbr efoc- 

S reduced the reserve 
between capacity and 
tun usage, a problem 
which rite CBGB had begun to 
address by p tecfog design con- 
tracts In 1388 . tor- three very 
large coel-firedstatkm 
These were doomed before 
they even got off the drawing 
board, as privatisation was 
even then in the offing . Equip- 
ment suppliers knew privatised 
atffltieflvrouldbe unable to 
take on the commercial risk of 
plants that took five, to seven 
yearn to build, or up to 10 years 


The repexcussioDs of the can- 
cellation af tbe 9(NMdW. coal- 
fired stations in 1989, the real- 
isation that no more , would be 
built at least before foe end of 
the century r tf ever - and . 
the abandonment of the UK 
nuclear programme "-are still 
being felt 

Earlier- this year, GEC Als- 
thom announced it would dose 
its Lame manufacturing opera- ' 
tion in County Antrim with 
toe loss of 600 jobs, Larne man- 
ufactured heavy equipment far 
large steam turbines and 
depended heavily on toe UK 
nuclear programme. ■ 

. It did not take a genius to . 
work out that ft® privatised 
utility industry would want 
cheaper, mom efficient power 
stations which it' could order 
virtually off the shelf- The ded- 
skm by toe UK government to 
allow the uaa of gas fbr power 
g en er ati on opened the way . to 
the we at gaa'tnzbizm com- 
bined-cycle power stations 
which meet all these criteria, 
along with speod'df oohstmo- - 
torn. "You can goiremsigning. 
tbe contract to tuning: on-toe 
POwbt two yaara laterr 
Mr Peter Muecto, general man- 
ager of Stemantf power engi- 
neering business in -the UK. .. •. 

The feet that' rauehof^tfae 
UK’s generating capacity was . 
coming to toe end of its natu- 
ral aMO 7 »»r 'Bf»-vras yet - 
another actor in. favour of 
combtoedkyda, because, ttiffl- ' 
ties could , rapidly replace 
uneconomic rapectiyand avedd 
the of retrofitting, 

Despite Britain's consider- 
able worldwide expertise fit . . 
turnkey contracting^' ft was tes 
foreign equipment suppliers 


who took advantage most rap- 
idly of . the new opportunities, 

Blameni has been a Mg bene- 
ficiary, picking op a £300m 
. order last year from PowerGen 
tor aBOOMwitation at Killing- 
holme, South Yorkshire, and a 
£290m contract this April tor a 
680MW station at Rye Boose, 
Hertfordshire.' 

Foreign equipment will also 
power the biggest cmnttnadcy- 
: ola power station yet 
■nnrmwnoH jjj tba .BK, With 
Mitsubishi, using Wasting- 
house technology, supplying 
the gas turbines tor Enron's 
1726MW Twaride project, one 
of toe worid’s largest. 

Some UK ropp&eri did not. 
at tint, awn wen positioned 
tor toe new market conditions. 
Northern’ Engineering Indus- 
tries we«d immi to wu laraa 
gat- turbines of about 180 MW 
capacity needed tor oombfaiad 
cycle until its joint venture 
company with Asaa Brown 
Bovert was formed at the 
bsgtnning of last year. Last 
sunUner toe' venture won its 
first big UK contract for 
National Power’s 8S0MW ate- 
' tom at EJUtagiwlrae. 

Anglo-French GBO Alstoom, 
offer torn* iritiri-^isappotafr - 1 
manta on the major o ont rac t a, 
has recently pwwj up four 1 
mottingHriaad order*. htoiudtng • 
a MCM W go mbhMd heat and 
power (CHP) station at Sella- I 
field, and two Identical 35DMW 
combined cycle power stations 
*t Corby and Pe terborough. 

The mg UK plant contractor 
John Brown, which has a gaa 
turbine manufacturing agree- 
ment with GB, has yet to win 
any UXoomhtoed-cydfi order* 
bat has hopes of remedying 
that if Scottish Hydro’s Keadby 
project ptooeeds. 

The Mure for equipment 
suppliers in toe UK mar ket ia 
van difficult' to predict, riven 
such factors as see trices and 
the difficulties independent 
generators- are finding to wot- 
ting projects together. But 
most eapphsre behave that, for 
environmental and efficiency 
reasons, the vast majority of 
-stations bought for the UK will 
. be cambtoedcyde. 

. Mr Nkholas Salmon, de p u ty 
managing director of GEC Als- 
thom’s power plants division, 
notes that In 1988 and 1989 
experts were forecasting that 
the UK’s combined cycle capac- 
ity migto be WOfflfW by 1995. 

.. 1 think you'roa brave 

man If you put any 
absolute figures ori 
your extrapolations* 

“Atready we have seen nearly | 
twice that committed, mid the I 
perceived wisdom Is that the 
market la probably more like 
22,0(XMW through the 1990s.'* « 
He cautions, however, that 
- Tt*s a new market, there are 
both gas supply and electricity 
to mmU p a rts of the equation 
that are not mature, and I 
tfahdc -you’re a brave man if 
you pat any absolute figures 
an your extrapolations." 

CHP protects on a smaller 
scale to GEC Alsthom’s SeH&- 
field deal are also generating 
interest, although infrastruc- 
tural costs me an ol stacie to 
its use tor district heating. 

A more Hkelyapplication is 
tor individual fectaias, where 
CHP has been in use for 
decades, sud now offices and 
hospitals. H. LeYerton, the 
Windsor-baaed- Caterpillar 
dealer, recently won aninnova- 
tiro- contract, With the Mayday I 
Ho s pita l in Croydon under 
which the dealer hears the 
£400800 capital cost and eeBs 
the heat and power-toto* ho* J 
pftnl, guaranteeing it say in gs i 
uf iSLOOO a year for 10 years. 

.. But there are, as- ever, uncer- 
tainties. Mr David Andrews, ' | 
wwwnlrent for Leye rtOU . 88TS 
.tome ia no dear-guidance from . j 
toe Treasury on whether sudi 
deala are legal for hospitals. 
And than u also a broader 
debate over tits rules tor cent 
pasties sailing their surplus 
power - to the UK's eleemeftr 
pOD^ car spot market 

’ ■ » 

. ’Andrew Baxter 
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Political changes have reshaped the sales outlook, writes Maurice Samuelson 

The big clean-up is just starting 


THE political and economic 
changes of the past two years 
have dramatically reshaped the 
outlook for sales of equipment 
to combat pollution from coal- 
fired power stations. 

In some countries, where the 
phenomenon of acid rain first 
roused public concern In the 
1970s. plans to install flue gas 
desulphurisatJon (FGD) 
systems have been buffeted by 
the economic downturn. 

In Britain, an already cau- 
tious programme of sulphur 
scrubbing has been hit by pri- 
vatisation of the electricity 
industry. 

In western Germany, orders 
for FGD have dried up for a 
different reason - most of its 
coal-fired plants have already 
been fitted with sulphur scrub- 
bers. 

In the rest of Germany and 
in eastern Europe as a whole, 
however, the big clean-up is 
just starting. 

The new regimes show a 
keen Interest in drastically 
reducing the sulphur dioxide 
(SO-) and nitrogen oxide (Nox ) 
belching from their power sta- 
tions and other fossil-fuel burn- 
ers. Unfortunately. Germany 
apart these countries lack the 
money to match their “green" 
aspirations. 

In Britain, one of Europe's 
biggest coal consumers, the 
present FGD programme began 
in the mid-1980s under the EC 
Killing programme to cut sul- 
phur pollution drastically by 
the year 2003. 

The Central Electricity Gen- 
erating Board, which produced 
nearly all the power in 
England and Wales, was ini- 
tially expected to install sul- 
phur scrubbers on some 


12.000MW of its capacity, repre- 
senting the bulk of its base- 
load coal-fired plant. It also 
pledged to include FGD at any 
new coal-fired stations. 

This commitment, following 
many years of thin orders for 
new conventional power sta- 
tions in Britain, had heartened 
the combustion plant builders. 
Bat it began to evaporate two 
years ago with the decision to 
abolish the CEGB and to split 
its fossil-fired assets between 
two successor companies, 
National Power and PowerGen. 

Mrs Margaret Thatcher, in 
her closing months as prime 
minister, agreed to cut the 
scrubber programme from 
I2.000MW of generating capac- 
ity to 8.000MW. 

This was on the grounds 
that both these companies 
would in any case reduce their 
sulphur output more cost effec- 
tively by building ‘‘clean’’ nat- 
ural gas stations and by burn- 
ing more low-sulphur imported 
coal in their remaining coal- 
fired stations. 

More recently, however, 
uncertainty has arisen as to 
whether even this 8.000MW of 
capacity will be retrofitted. 
National Power is pressing on 
with FGD at its 4.000MW sta- 
tion at Drax, North Yorkshire. 

Under a £400m contract 
there, Babcock Power is 
installing a Babcock Hitachi 
system to trap the sulphur in 


powdered limestone and pro- 
duce a commercially saleable 
by-product of gypsum for the 
plasterboard industry. 

PowerGen may not, as previ- 
ously expected, match National 
Power by putting in scrubbers 
at 4.00QMW of its own coal- 
fired plant. 

Work has started on adapt- 
ing the 2.00QMW station at Rat- 
cliffe on Soar near Notting- 
ham. (The £250m project there 
went to John Brown Engineer- 
ing which is using a limestone- 
gypsum project licenced from 
GEES of the US.) 

PowerGen has also chosen 


Installed capacity of FGD 
systems, end 1990 

Countries 

Total (MW) 

Austria 

1,860 

Canada 

300 

China 

700 

Czechoslovakia 

(200)* 

Denmark 

1,570 

Finland 

540 

France 

600 

Germany (west) 

41,870 

Italy 

30 

Japan 

13,880 

Netherlands 

2,730 

Sweden 

1.090 

Turkey 

340 

USA 

81.730 

USSR 

45 

TOTAL 

147.285 

'Nor In eporalton. 


Sourco: IEA Coal Auovcfi. London 


John Brown to clean up the 
2.000MW station at Ferrybridge 
in South Yorkshire. Although 
the Department of Energy 
apparently assumes this proj- 
ect will go ahead, PowerGen 
itself is delaying a final deci- 
sion about a site. 

It is hinting that any new 
sulphur scrubbers might be 
built instead at one of its oil- 
fired power stations, such as 
Ince in Lancashire or Isle of 
Grain on the Thames, where it 
plans to burn Orimulsion, the 
cheap but sulphur-rich tar-de- 
rived fuel developed in Vene- 
zuela. 

In Scotland, however, FGD is 
being squeezed in rather than 
out. Scottish Power, inheritor 
of the south of Scotland’s fos- 
sil-fired plant, is believed to be 
under government pressure to 
install FGD at its 2.400MW sta- 
tion at Longannet on the Firth 
of Forth. 

The Department of Energy 
apparently believes that oral 
burners in Scotland should 
help to meet the national tar- 
get for sulphur reduction and 
that not all the onus to do so 
should rest on the privatised 
generators south of the border. 

The economic logic is less 
impressive, however, since 
Scottish coal has a signifi- 
cantly lower sulphur content 
than English varieties. 

Meanwhile, combustion and 
clean-up equipment suppliers 


prefer to look abroad. In con- 
trast with the confusion in 
Britain. Korea and Taiwan are 
steadily building up their port- 
folios of coal-fired generating 
plant The; put FGD on them 
as a matter of course, while 
adding new scrubbers to older 
coal burners. 

Korea is expected to build 
four I.Q0QMW power stations, 
all with FGD. There will also 
be scrubbers on four new 
500MW generating sets planned 
in Taiwan. 

The competition is intense. 


UK power stations are 
due to reduce nox 
output by up to 30% 
under a £170m plan 


A recent Taiwanese order for 
FGD was awarded to Babcock 
Canada (owned by American 
Babcock) in competition with 
two other US companies. Fos- 
ter Wheeler and Combustion 
Engineering, and with Babcock 
Power of the UK. Babcock Can- 
ada's price is said to have been 
30 per cent below that of its 
nearest rival 

An even bigger, although for 
less tangible, market for scrub- 
bers beckons from eastern 
Europe which has 80.000MW of 
coal-fired power stations. 
According to the International 
Energy Agency's London-based 


Coal Research Department, 
there is only one FGD plant 
operating in eastern Europe 
- a 20QMW installation in east- 
ern Germany. The Soviet-sup- 
plied system at a Czechoslovak 
station was, at the end of last 
year, out of action. 

Throughout the area, how- 
ever, there are grandiose plans. 
Apart from eastern Germany, 
where west German industry is 
expected to retrofit iflOQMW by 
1996, they include: Poland: 
11.40QMW to be fitted by the 
year 2000; Czechoslovakia: 
2.000MW-3 ,000MW ; Hungary: 
about 1J200MW earmarked for 
retrofit; Bulgaria: FGD 
approved at 12 power stations 
totalling 2.300MW; and Yugo- 
slavia: FGD to go on 600MW of 
new plant and 1.500MW to be 
retrofitted. 

Nitrogen oxide (Nox), the 
other arid rain gas emitted by 
road transport as well as power 
stations,- is much easier for 
these electricity industries to 
tackle. 

In Britain, where about 40 
per cent of nox comes out of 
coal-fired power stations and a 
similar quantity from motor 
vehicles, power stations are 
due to reduce their nox output 
by up to 30 per cent under a 
£170m 10-year scheme 
launched in 1387. It involves 
redesigning the burner heads 
in the power station boilers. A 
simil ar programme has been 


Estimates** tutor* FGD *2**®“?**-* 
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Bulgaria 

Canada 

os 

23 

ZQ 

2-3 

25 • 

Crechosiovakia ... 
Denmark 

0.4 

2b 

0.3 

c.r 

Finland 

06 

0.4 


Germany (West) 

10 

4 0’ 

1 0 

Hungary 

India 

Italy 

Japan 

6.0 

22 

C5 

3.3 

05 

53 

22 

Netherlands 

Poland. 

Sweden 

12 

IMS’ 

0.1 

11.0 

'0L1 • 


2.1 ' 


2.1 

USA 

UK 

Yugoslavia 

26.0 

50.0* 

ao 

21’ 

76j0 

■a.c 

2.1 

TOTAL 

40.1 

673 

127.6 . 

•nor MUM fa IEA Coal AwM» dot abaso Sourco 

IEA C>cfi Znrtioo 


launched in eastern Germany 
but Poland is the only other 
former communist state to 
start work. 

Dust emissions are also 
being widely controlled by the 
use of electrostatic precipita- 
tors. 

The cost of sulphur reduc- 
tion, together with that of 
water purification, is in a dif- 
ferent league, however. It has 
been estimated that it would 
take 20 years and at least 
8200bn to bring east European 
industry up to western envi- 
ronmental-standards. Another 
estimate pubs the cost of a sim- 
ilar clean-up in eastern Ger- 
many at DM300bn. 

The scale of these costs and 
the Cross-frontier nature of the 
pollution have led some west- 
ern countries, notably Ger- 
many, the Netherlands and 


Sweden, to conclude - that 
investing in pollution control 
m their backward neighbours 
is more cost effective than fur- 
ther marginal improvements at 
home. 

This view- is strongly advo- 
cated among western equip- 
ment suppliers. Mr Martin 
Peters, sales director of Bab- 
cock Power, says that the cost 
of reducing SO ; emissions by 
80-90 per cent is half of that 
trying to eliminate 99 per crnl 
of SO3. Instead or striving for 
the 99 per cent clean-up in it> 
own industries, therefore, an 
environmentally conscious 
country such as Sweden should 
spend, its money more effec- 
tively by spending the differ- 
ence on helping to clean op 
neighbouring countries which 
cannot afford to do the job at 
alL 


Andrew Baxter examines trends in technology 


Plenty of room for 
new developments 


PREDICTING trends in power 
generation technology is a dif- 
ficult business - so much 
depends on factors that are 
outside the suppliers’ influ- 
ence, and individual markets 
vary widely in preferences and 
operating environment 

But the starting point for 
most forecasts is that, as Gen- 
eral Electric of the US puts it, 
“no dramatic new technology 
breakthrough is on the hori- 
zon.” Accordingly, worldwide 
demand will be met with tech- 
nologies that exist or are in 
development today. 

Fortunately, this prospect 
leaves plenty of opportunity 
for technological development, 
even if the eventual success of 
a product in the market might 
depend as much on fuel price 
trends as technical expertise. 
Fuel represents up to one half 
of the cost of the generated 
kilowatt/hour, and the relative 
price of different fuels will dic- 
tate future trends, says Mr Pat- 
rick Wynne-Jones, director of 
the Energy Information Centre 
in the UK. 

Later this month, the Power 
Supply Europe exhibition at 
Birmingham's National Exhibi- 
tion will demonstrate the 
development or adaptation oF a 
wide range of current technolo- 
gies by the established big 
names of the industry and 
many of the smaller players. 

The common factors linking 
many current trends in power 
generating equipment are effi- 
ciency, flexibility and the envi- 
ronmental effect. This is illus- 
trated In everything from 
combined cycle gas turbines to 
mini-power stations. 

In combined cycle, the 
exhaust gases from a gas tur- 
bine are used to make steam 
which is used to drive a steam 
turbine. This, in turn, gener- 


ates more electricity and 
avoids wasting exhaust gas 
through a chimney stack. Con- 
sequently, the thermal effi- 
ciency of combined cycle is 
normally about 50 per cent, 
compared with 38-39 per cent 
for large coal-fired plant 

While the wider availability 
of natural gas in traditional 
markets has been an important 
factor in the growth of com- 
bined cycle, the development 
of dependable large gas tur- 
bines has been the most cru- 
cial technological factor. 

Spurred indirectly by the 
heavy spending in the closely- 
related aircraft engine field. 


‘We and other players 
have had to drive 
down the thorny 
road ourselves’ 


and particularly in turbine 
blade technology, the thermal 
efficiency, size and reliability 
of gas turbines have all been 
increased, making them the 
industry’s growth technology. 

Inevitably. GE has had an 
enormous Inbuilt advantage, 
given its aero-engine expertise, 
and Mr Lundberg comments 
that the US company has bene- 
fited from a “free ride" through 
US government research fund- 
ing into aero-engines. “We and 
other players have had to drive 
down the thorny road our- 
selves," he says. 

But ABB, along with Sie- 
mens and Mitsubishi, has also 
developed a strong presence in 
large gas turbines, which 
should really be called combus- 
tion turbines - they can oper- 
ate a wide variety or both gas 
and liquid fuels. 

The gas, too, can come from 
a variety of sources and coal 
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gasification, when linked to 
combined cycle power genera- 
tion, has gained increasing 
attention over the past few 
years. Emissions are signifi- 
cantly lower than for conven- 
tional coal-fired plants. 

Coal gasification is still In Its 
Infancy, however, and a num- 
ber of companies are working 
on different approaches. 

Given the nature of com- 
bined cycle, research efforts 
have also been directed 
towards waste recovery steam 
generators and steam turbines. 
Boilers, often overlooked 
despite being of comparable 
value to turbine generators, 
are finding a new application 
as waste recovery steam gener- 
ators in combined cycle plants, 
and are an area where environ- 
mental concerns are prompting 
technological change. 

One of the most signi fi ca n t 
trends has been fluidised bed 
combustion, an innovation 
which underlines both the flex- 
ibility and environmental secu- 
rity that utilities are now seek- 
ing. FBC boilers reduce 
emissions and can burn a wide 
variety of fuels from coal to 
municipal solid wastes. 

Big producers such as GE 
emphasise that steam turbine 
technology is not being 
ignored. The US company has 
over recent years introduced 
several significant improve- 
ments in designs and materials 
to improve the thermal effi- 
ciency of steam turbines. 

Despite the greater efficiency 
of combined-cycle compared 
with open-cycle power plants, 
it still lags behind the 80-90 per 
cent thermal efficiency claimed 
for co mbined heat and power 
(CHP), which uses the inherent 
waste heat from conventional 
steam sets - or much smaller 
spark-ignited engines - to pro- 
vide water or space heating for 
hospitals, offices, factories or 
even districts. 

Proponents of CHP often 
argue that it renders conven- 
tional central power stations 
obsolete. Although technologi- 
cally simple, the high cost of 
infrastructure for heating has 
been a discouraging factor for 
investment in CHP. even if the 
cost of entry can often be low. 

Availability of natural gas 
has been a big factor in the 
growth of CHP. which began in 
the 1970s - the Netherlands, 
for example, accounts for 20 
per cent of its power needs by 
mini power stations based on 
CHP and could reach 40 per 
cent by the end of the century. 

Caterpillar, better known as 
the world's biggest construc- 
tion equipment group, has 
installed 400 mini-power sta- 
tions in the US and several 
thousand in the Netherlands, 
and has benefited from its 
extensive dealer network. 

_ Centra*, a Devon-based tur- 
bine generating set producer, 
has sold 25 sets into Nether- 
lands. 

Caterpillar is also leading 
the way in using landfill gas 

- the methane-based gas 
which can build up on house- 
hold waste tips - as fuel for a 
spark-ignited Cat engine. 

In April, Japanese motor 
group Mazda announced a 
2MW facility for its new Hofu 
car plant near Hiroshima. The 
unit has two special features 

- a facility for storing unused 
energy as hot water under very 
high pressure, and a system 
making use of thermal energy 
released when the boiler's 
steam, after powering the tur- . 
bines, recondenses into liquid. 


ALONE among the big 
European producers of gener- 
ating equipment, Siemens of 
West Germany stood aside 
from the wave of cross-border 
takeovers in the late 1980s 
- and gives the clear impres- 
sion that its independence will 
remain uncompromised. 

“There is a German saying 
that the most powerful is 
strongest alone,” says Mr 
Heinri ch von Pierer, head of 
KWU, Siemens' power genera- 
tion business. *1 don't think ft 
is necessary to merge with 
another company.” 

But KWU has not been 
standing still. To do so would 
have been suicidal for a com- 
pany that, 10 years ago, 
derived more than 70 per cent 
of its business from unclear 
work. That has now declined 
to about 25 pe r cent, due as 
much to &wlrs efforts as to 
the dearth of unclear reactor 
orders virtually woridwide. 

In fact,, one of Siemens' cur- 
rent strengths is its full spec- 
trum of power technologies. 
Along with Framatome of 
France, with which it co-oper- 
ates cm nuclear plant building 
in export markets and - more 
recently - domestically, it is 
probably the world's biggest 
supplier of generating equip- 
ment for nuclear stations. 

In large gas turbines, it is 
the world's second biggest 
player after General Electric 
of the US. Last year it had 9 
per cent of the world gas tur- 
bine market as a whole, 
according to UBS Securities in 
New York. It Is also in the top 
five for hydro-electric equip- 
ment and steam turbines, and 
considers itself the biggest 
player in power instrumenta- 
tion and control equipment 

The SPRU Power Plant Data 
Base says Siemens has figured 


U PROFILE: Siemens 

No compromise over 
independent stand 


consistently since 1955 among 
the top three exporters of tur- 

bine punpr afnrg and hue lifted 
the percentage of production 
taken by foreign markets from 
less than 50 per cent to 60 per 
cent since 1955. 

Mr von Pierer attributes 
KWU's success partly to a will- 
ingness to offer turnkey con- 
tracts in many countries. The 
strong expo rt profile also 
leaves KWU well-placed to 
benefit from the expected lib- 
eralisation of public procure- 
ment in the post-1992 Euro- 
pean Community. 

The most graphic illustra- 
tion of these factors has come 
In the past 18 months in the 
UK. Helped by its research and Von Rarer: '! don't think It 
development in advanced gas Is necessary to merge' 
turbines, Siemens has won two 

big contracts from PowerGen, KWU's nuclear fortunes 
each worth about £300m, as readied a low point two years 
the domestic suppliers' monop- ago whoa the German utilities 
ol y was broken. abandoned the Wackersdorf 

KWU was formed in 1969 reprocessi ng pl ant in eastern 
when Siemens and AEG com- Bavaria. KWU, says Mr von 
tained thermal power busi- Pierer, was in a difficult posh 
nesses. Siemens later took tlon for six months, but has 
over A EG’s s take and reab- since recovered its momentum, 
sorbed KWU in 1987. KWU In the intervening period a 
made good profits until the number of events have helped 
end of the 1980s from its core restore KWU’s fortunes and 
nuclear business, but last year Mr von Pierer expects total 
nuclear contracts came mainly orders to reach about DMSbn 
from servicing their own plant in the year to September, 
and replacement equipment against DMfiEbn in 1989/90. 
for plants built by other com- German reunification has 
panies. opened up a new domestic 


Overa ll, M r von Pierer 
expects KWU to exceed the 
industry's average growth 
rates over the next few years. 
He is encouraged by the grow- 
ing demand for increased gen- 
erating capacity among devel- 
oping countries and by the 
expected - . I30.OO0MW- 
150.000MW of new or replace- 
ment capacity In the U S over 
the next decade. KWU is rela- 
tively well off for a foreign 
market and Mr von Pierer is supplier by having mannfac- 
confident that KWU will bene- taring in the US, a legacy of 
fit heavily from the DM20bn- ite takeover of AUis-Chalmers 
DM30bn expected to be spent turbines in the 1970s. 
before the end of the century KWU has been careful to 
to replace or modernise the encompass the technological 
east's old lignite-fired plants. trends caused by ’green’ con- 
Siemens, one of the biggest cents. In coal gasification it is 
western investors in eastern supplying the turbines for a 
Germany since unity, has demonstration plant at Bug- 
bought a turbine factory in genum in the Netherlands 
Goerlitz and expects to have which uses gas from hard coal, 
more then 2,000 eastern and one in Germany firing gas 
employees in power engineer- fr om lig nite, 
ing by the end of this year. KWU,. in tandem with the 

Siemens has been talking to Munich utility Bayernwerk. 
Skoda Plzen, the Czecbo&Iova- has also carved but a 25 per 
kian engineering group, about cent world market share in the 
co-operation across a range of production of photovoltaic 
activities, and Framatome will ceils, following the purchase 
be Involved if there are any last year from Atlantic Rich- 
agreements on nuclear field of what is now called Sie- 
co-operation. mens Solar Industries. "This is 

Further east, KWU and not a very big market at the 
Finnish partners pulled off a moment, but it’s an invest- 
coup last month by winning a znent for the future,” says Mr 
FM700m deal to supply the von Pierer. 

Soviet Union with its first All these developments give 
combined cycle plant, at Lea- the KWU chief cause to be 
ingrad. This was Semens’ first optimistic for prospects over 
conventional plant order in the next five years, even if the 
the Soviet Union. nuclear business proper has 

Mr von Pierer says demand not recovered by then. Mr von 
for new equipment in eastern Pierer believes that this will 
Europe Is enormous, and happen in the second half of 
points out that Siemens is ben- the 1990s, and emphasises the 
efitting from its long history importance for KWU of main- 
af activity there. Even so, he tainlng the ability to be a 
believes financing will remain turnkey supplier, 
a limit on the Industry’s 

growth In eastern Europe. Andrew Baxter 



IT would have been singularly 
unfortunate if Babcock Energy, the UK 
boilermaker, bad found itself celebrat- 
ing a centenary In one of the industry’s 
periodic downturns, rather than the 
more optimistic environment of the 
early 1990 b. 

BE, part of the UK's Babcock Interna- 
tional, can be grateful that the com- 
pany from which it developed was 
founded 100 years ago next month, and 
not six years earlier; few equipment 
suppliers would have felt much like 
opening the champagne in 1985. 

Now, however, prospects are "reason- 
ably buoyant”, says Mr John Prosser, 
executive director of BE’s power engi- 
neering division. “There’s plenty going 
on and a lot of opportunities. The major 
problem is picking the ones that are 
really going to happen.” 

Babcock has been synonymous with 
boilers ever since George Babcock 
teamed up with his childhood friend 
Stephen Wilcox, another US engineer, 
to patent Wilcox’s pioneering water 
tube boiler design. 

The UK company is one of the 10 
significant woridwide suppliers of large 
boilers, often competing against former 
parent Babcock & Wilcox of the US and 
erstwhile sibling Deutsche Babcock. 
Another former relation, Japan's Bab- 
cock-Hifcachi, gained its independence 
from the UK company in the early 
1980s, but the two groups retain a tech- 
nology exchange agreement 

The Japanese company was the 
source of BE’s expertise in environmen- 
tal control systems - particularly fine 
gas desulphurisation (FGD) - which 
comprises the rest of its business. 

Although Babcock points out that it 
was fitting flue gas scrubbers on its 
boilers in the 1930s, it is only in the 
past few years that environmental con- 
trol systems bave emerged as a signifi- 
cant natural accompaniment to the tra- 
ditional boiler business. A graphic 
illustration of this is Babcock's £350ffl 
FGD retrofit contract for the Drax 
power station at Selby, in Yorkshire. 

Winning the Drax deal, says Mr Pros- 
ser, was due partly to the experience 
built up earlier In the 1980s bidding 
(unsuccessfully) for FGD work in 
Europe. But the outlook for further 
large FGD contracts in the UK is at best 
uncertain. Utilities are switching to 
lower sulphur coals and are attracted 
by the economics of building new com- 
bined cycle plants rather than retrofit- 



An anthradHe-fired power station under construction Hi Yue Yang, China 

■ PROFILE: Babcock Energy 

Buoyant outlook 
on centenary year 


ting FGD to existing coal-fired stations, 
as the old Central Electricity Generat- 
ing Board had intended. 

To maintain its momentum in FGD; 
BE is examining alternative processes 
to the conventional wet limestone gyp- 
sum process, which produces large 
quantities of gypsum as a by-product It 
is working with Bechtel of the US on a 
regenerative seawater washing process, 
using magnesium in the seawater to 
remove sulphur dioxide, which Mr Pros- 
ser behaves has significant potential. 

The other important trend for BE has 
been the increasing popularity of com- 
bined cycle plant especially in the UK. 

For BE the development bas been 
double-edged: the consequential cancel- 
lation of large coal-fired stations has hit 
the potential domestic market for BE's 
larger boilers badly, while the waste 
heat steam generators (WHSGs) it sup- 
plies instead for combined cycle are 
smaller and more widely produced. 

On the other hand, combined cycle 


plants are much smaller than conven- 
tional coal-fired open cycle stations, so 
more WHSGs are needed. And as com- 
bined cycle plants get bigger and more 
sophisticated, so will the WHSGs, 
which should play to BE's strengths. . 

Last June, BE won the first of what it 
hopes will be many contracts linke d to 
combined cycle - a £35m deal to supply 
four WHSGs for the 900MW station 
being supplied by Siemens for Power- 
Gen at Klllingholme, South Yorkshire. 

There, is, however, uncertainty over 
future power station building in the 
UK, and Mr Prosser stresses that “we 
have not been holding our breath for 
the UK market for a long time because 
we would never bave survived.” 

The Drax contract has cut exports* 
share of total sales from 40 per cent in 
1985 to about 30 per cent, but the export 
total is expected to recover over the 
next few years to 40 per cent, with an 
eventual target of 70-80 per cent 

Achieving that will depend on two 


factors - BE’s ability to exploit the 
opportunities for which it is best suited, 
and to maintain links with more broad- 
ly-based equipment suppliers which can 
supply turnkey power stations. 

Mr Prosser is a pead-up member of 
the “coal will be back" tendency, and 
points out that, in much of the Third 
World, it never really disappeared. 
China, in particular, is seen as a market 
where coal mil remain king, and thus 
present BE with significant opportuni- 
ties, such as its current boiler supply 
order for the Yue Tang project. 

The Middle East provided last year's 
biggest disappointment for Babcock 
with the cancellation of the £l60m A1 
Anbar oil/gas fired bafler contract in 
Iraq, but with the Gulf War over BE 
sees plenty of opportunities, albeit tak- 
ing time to come to fruition. 

Eastern Europe looks like being 
self-sufficient in boilers, but Mr Prosser 
sees potential for Babcock's FGD plant 
and, especially, cheaper environmental 
products such as low nox (nitrogen 
oxide) burners. He hopes the European 
Bank for Reconstruction and Develop- 
ment could help finance contracts 
which do not bring commercial gains 
but improve the environment 

A flexible approach to the-companies 
BE works with has also been increas- 
ingly necessary. For many yean, says 
Mr Prosser, Babcock tended to ride on 
the coattails of GEC. but with GEC 
Alsthom te n di n g to use its own Stein 
boilers, BE has had to look elsewhere. 

Siemens, which does not bave an 
in-house boiler-maker, is one source of 
business, but BE is also working with 
Asea Brown Boveri - despite the lat- 
ter's purchase of Combustion Engineer- 
ing, the big US b ofler-maker. 

BE's competitive position has, in any 
rase, benefltted from heavy rationalisa- 
tion at Babcock's Renfrew manufactur- 
ing plant over recent years, and the 
pruning of senior management under- 
taken during the short spell in the late 
1980s when Babcock was owned by FEX 
the UK electrical group. 

But Mr Prosser tempers his optimism 
about business prospects, and BE’s abil- 
ity to be nefit from them, with a note of 
concern about UK government backing 
'for the in dustr y: fo parti cular , he wor- 
ries about the shortage of “aid for 
trade"-funds - often a prerequisite for 
winning big Third World contracts. 

Andrew Baxter 
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■ WITH the exception of defence 
emiimnent jpA Tjesteas. ' npr n- 
space, the worMM^t-for 
power generating, equipment 
probably ranks aa- the -most 
politically sensitive capital . 
goods sector - and' seems 
likely to remain so, whatever 
steps are taken to liberalise 
trade. ' ' 

Over the pest 30 years* spo- 
radic attempts have been made 
to. curb protectionism in the 
trade of turbine generators, 
but structural obfearisr have 
normally proved insurmount- 
able; •“ 

- to .the.handftd of countries 
which have local suppliers, the 
majority, of .orders, aria still 


A recent book* by Sussex 
University's Science Policy 


. Anti-competitive behaviour, 
indoding cartelisation, bribery 
tout politick pressure, has also 
- been a concern for proponents 
■of free trade. ' 

The SFRU study notes that 
“the very lumpy- nature of 
sales makes it a .market where 
successful bribes, even in mil* 
; Hong hf dollars, can being 
handsome returns/* 

Mr David Genever-Watling, 
senior vice-president of GE 
Industrial ana Power Systems, 
notes that the the US Foreign. 
Corrupt Practices ■ Act bans 


There are many factors against open trade, writes Andrew Baxter 


Politically sensitive sector 


a stmt 

this Is- the 


suppU- 


Research Unit 
ber of reasons w: 

Utilities build 
relationships with 
era, often 

ment design to their own 
requirements, which makes 
them less likely toplace orders 
with other suppliers. 

For internationally traded 
plant there are many other fac- 
tors militating against open 
competition. 'Suppliers have- 
worked hard at -bonding 

“spheres of influence"in differ- 
ent regions of 1 the world, 
exploiting both the utilities' 
wish for continuity and the 
customer country's fear of dis- 
turbing broader political and 

Arannmii* links. 


“Most of our competitors do 
not have that- constraint. 
Thatf^ ah issue in many parts 
of the warM, as obviously we 
obey.'.US few” .... , 

.Governments have also 
pfeJecT their part -in impeding 
' progress towards free trade. 

Single Market reforms 
have handed the . 

. Initlatfve back to the- 
EC Commission 

The heavy electrical indus- 
try’s role as a supplier to the 
electrical supply industry and 
its contributions to national 
engineering infrastructure 
have led most governments to 
regard it . as a strategically 
Im port an t industry which is to 
be developed and maintained. 

However, the SPRU notes 
that “the mechanisms by 
which governments have sup- 


ported the. Industry have not 
.always been the traditional 
ones of high tariff barriers and 
subsidies. The result, though 
not always the intention, has 
been that the' industry has 
been largely protected. 

“Procurement policies have 
encouraged purchases from 
national suppliers and stan- 
dard systems have been 
designed by .and for national 
suppliers and customers. 

Both these factors act as 
barriers to entry for foreign 
suppliers." 

The main focus for this 
debate over recent years has 
been the European Commu- 
nity. Since 1965, only 8 per cent 
of power plant 
within the EC has been sup- 
plied through intra-EC trade, 
and 12 per cent from non-EC 
suppliers, according to the 
SPED. 

For different reasons, both 
the European Commission and 
the US have wanted to open up 
the market to competitive bid- 
ding for contracts - the US, 
because it has perennially cam- 
plained of being denied access, 
and the Commission because it 
wants to encourage a much- 
needed rationalisation within 



Governments regard power os a strategic industry: GuangDong nuclear station, China 


Europe's heavy engineering 
sector. . 

Over the past decade 
national governments have 
c o nt riv ed to keep the energy 
sector out of the Commission's 
directives, but the angle Mar- 
ket reforms have handed the 
initiative back to the Commis- 
sion. 

The Commission’s Utilities 
Directive, which comes into 
force at the beginning of 1993, 
will bring practically every 
contract for power equipment 
under new rules that throw 
public procurement open to 
competitive bidding. 

“Public", in this case, m«mg 
public supply rather then pub- 


lic ownership, so non-state 
owned utilities are also cov- 
ered, unless they are involved 
purely in industrial cogenera- 
tion. 

A key issue in contract speci- 
fication, technical standards, is 
addressed through measures 
enabling potential suppliers to 
obtain enough Information to 
meet the customers’ require- 
ments. 

Although there has been 
some grumbling from Euro- 
pean suppliers and utilities 
about the bureaucracy and 
Increased costs of a more open 
public bidding process, the 
changes are broadly welcomed 
by the big European suppliers. 


The cross-border mergers of 
the late 1980s have put compa- 
nies such as Asea Brown 
Boveri and GEC Alsthom in a 
good position to take advan- 
tage of the changes, due In no 
small measure to their spread 
of manufacturing within the 
EC. 

Nevertheless, the pace of 
change is expected to be vari- 
able, with France and Italy 
bringing up thi> rear. 

“All countries are running 
towards the same finishing 
line, but some have their legs 
tied by national Interests or 
political constraints,” says Sir 
Jim Cronin, one of GEC Als- 
thom’s manag in g directors. 


The big problem area, how- 
ever, Is access to the post-1992 
market for non-EC suppliers, 
and particularly for the two big 
US turbine producers, General 
Electric and Westingbouse. 

Mr Kyle Pitsor, manager of 
international affairs at the US 
National Electrical Manufac- 
turers’ Association, says US 
manufacturers have been 
“nearly exclusively closed out 
of the European market due to 
the close relationship of utili- 
ties and nnHnnai champions.” 

Mr Pitsor is worried that the 
directive formalises what had 
hitherto been a matter of cus- 
tom and practice. 

There are two specific prob- 
lems - procurement entities 
will be able to reject a bid with 
Jess than SO per cent European 
content, and can also prefer 
European bids so Long as they 
are no more than 3 per cent 
dearer than the best bid from a 
third country. 

The US is now working to 
achieve agreement with the EC 
on amending the offending 
Article 29 of the Directive, 
which lobbyists for the US sup- 
pliers say is a clear violation of 
the General Agreement on Tar- 
iffs and Trades (Gatt). 

Although there are some 
hopes that the problem can be 
sorted out this year, US suppli- 
ers are determined not to 
“pay" for exclusion from the 
amendment 

There is also concern about 
the EC’s planned “remedies 
directive” as applied to utilities 


contracts. With the cost of bid- 
ding often as much as 31m. US 
suppliers want to ensure they 
can find out why they lost out. 

Clouding the Issue is a dis- 
agreement over competition in 
the US market. 

Some estimates suggest 
imports have accounted for 
just 10 per cent of US demand, 
but GE says penetration is 
much higher in some sectors, 
such as steam turbines, and 
that the market is wide open. 

The EC interprets the facts 
differently, maintaining that 
the US market is closed In 
many respects. 

Curiously, though, there are 
few complaints from the big 
European suppliers about 
access to the US, and Mr Pitsor 
points out that foreign compa- 
nies have often been uninter- 
ested in bidding to supply 
many of the smaller US utili- 
ties. 

The European Issue remains 
the major trade controversy in 
the industry, when viewed 
from the US. 

GE, at least, is much happier 
about its access to the Japa- 
nese market - Mr Genever- 
Watling points out proudly 
that Tokyo Electric Power is 
its biggest customer. 

*The World Market for Heavy 
Electrical Equipment, by Steve 
Thomas and Frauds McGowan 
Nuclear Engineering Interna- 
tional Special Publications. 
Quadrant House, Sutton, Sur- 
rey, SM2 5AS. UK. £35. 


ENERGY analysts often , point 
out that if one were. to apply 
western standards -• that Js^ 
one kilowatt of installed capac- 
ity per head of population - 
the capacity of Amo's power - 
plants would have to be 
boosted ovenrigfat to at. least 
2£m MW (LSbn kw, roughly 
equal to the current population 
level) from the «Tferin|y marfr 
of around 25MOOMW (250m 
kW) 

According to the eWorld 
Bank, the key utilities of 
“developing” Asia plan to dou- 
ble installed capacity by the 
end of the- century to approxi- 
mately 472.000MW. While for 
less than what is needed. It is a 
sizeable target, which the Bank 
believes can be achieved. . - 

According to the Bank's esti- 
mates, .planned expenditures 
for the capacity wpiminn win 
amount to f455bn, of -which . 
tZTlbn win be spent on genera- 
tion, $39bn on transmission, 
jlOObn. an distribution equip- 
ment, and S39bn on general 
support costs. It is estimated 
™t 35 per cent, of the costs 
wifi be for forefeP equipment, 
and 65 per cent for me domes- 
tic .component. This could 
mean glSObn In orders to for- 
eign companies, over,. the, 
decade. 

By the year 2000, the prefect ’ 
mix is likely to be 258JMQMW 
coal, 144.00QMW hydroelectric, 
23JMQMW nuclear, 22.000MW 
oil and 22JJQGMW natural gas, 
with the balance fromgeother- 
mal and new technologies. The 
Mg gains wifi be in coal, gas 
and hydro, each of which wifi 
more than double. Nuclear will 
advance by a fraction with 
potential activity focusing on 

(frfoVt -T ndrcraafr and Thailand. . 

Foreign aid will be the spur, 
con rl o g from national ng*mHp« 
such as US Aid, Britain’s ODA, 
and Japan’s OECF. as well as 
from the World Bank and 
Asian Development Bank. The 
World Bank last year provided 
yi . -5«hn in -ooac&sskmal loans _ 
to Asia's energy sector. The 
ADB saw its energy sector 
fending for 1990 jump by 73 per 
cent to fLOSbn. On average, 20 
per cent of all aid agency funds 
go to the power sector. 

It is believed the World 
Bank/ ADB contribution to Aria 
power through the 1990s could 
top $25bn, with a similar figure 
coming from, the individual 
bilateral agencies, particularly 
Japan’s QECF. 

The UK has consistently 
fended major power schemes 
in Asia. Britain is putting the 
finishing touches on a record 
£300m project aid: package to 
Malaysia to support a £400ra 
hydroelectric project being 
undertaken by Balfour Beatty 
and Cementation as prime coo- 


Frank Gray examines regional requirements 


target 

wan deals for equipment man- 
ufactured in Germany and, 
increasingly, Siemens hard- 
ware produced under joint ven- 
ture with its Indian partner, 
Bharat Heavy Electricals Ltd. 

Since the mid-1970s, when 
the BHB L tie- up was first 
arranged, rancr. haw van 212 
orders for Siemens Industrial 
turbin es. Increasingly, says the 
KWU official, tenders in Asian 
countries require a business 
link with a feral partner. 

Mr Arne Bennbom, Asea 
Brown Boveri’ s executive 
vice-president (Asia) says: 
“The developing countries of 
Aria will never be able to 
import all their requirements. 
Joint venturing will be vary 
important for western compa- 
nies doing business there in 
the fu t ure ." 

His view is that the rate of 
new capacity by most of devel- 
oping Asia is proceeding at a 
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Comry; - 

fepfew (in) 

Capacity (MW) 

Bangladesh 

107 

2.027 

China 

1.070 

110,000 

. Hong Kong . • 

5>S 

7350 

India 

800 

81.000 

Indonesia 

178 

ftrae 

Malaysia 

17.4 

6.200 

Nepal 

18 

270 

ranstan 

100 

7,500 

Philippines 

61.0 

8.000 

Singapore- 

2.7 

3,640 

South Korea 

4S5 

21.030 

Taiwan 

19.8 

17,000 

Thailand . . 

563 

7,154 

Vietnam . 

704 

2£Q0 

awMcnmr^iWk • 


tractors, with GEC Alsthom 
turbines. Indeed, 
partnership two 
years ago with Alsthom of 
France. Britain and France 
now hne a formidable force in 
the Ariah power generating, 
market. 

French aid was instrumental 
in hajpihg. French companies 
win fLobn in power equipment 
supply contracts to Asia in the 
aOmonlh period ending in Jtdy 
1990. Key c o mpanies involved 
were the AJstham half of the 
GEC partnership. Stein Indus- 
trie, Msrla Cterfft, Sober Die- 
sel and Spio-BatignoDes. 

However, ft is dear that as 
much as tow-thirds of the' 
finance for Asian power 
jeefcs wfiLhave to come, 
conventional finance. 

This challenge alone Is 
pr o mp tin g major privatisation 
programmes affecting many 
power utilities being under- 
taken throughout the region. 
Apart from Japan, Bong Kong, 
Macon and just mar of India's 
18 regional atifittes, virtually 
alt of Asia's power utilities are 
state-owned. With few excep- 
tions, they are poorly run. 

An example of this la in 
Pakistan, where the Islamabad 
government and a consortium 
of US, UK. French, Italian and 
Japanese interests last month 
concluded a deal for the supply 
of a 1,2S2MW coal-oil dared 
power station to Pakistan's 
Water and Power Development 
Authority. The bufld-own-oper- 
ate (BOO) deal, the first 
arranged by the World Bank, 
win cost SLSbn over four 
years. The consortium will 
e f fe c ti vely become Pakistan's 
second utility, selling electric- 


ity into the national grid. Earn- 
ings from those safes wifi not 
impinge an the Pakistan exche- 
quer.. 

: As one official for KWU, the 
power generation arm of Gar- pace similar to that experi- 
. many's^ Stamens, says: “While ~ ended fry Japan in the 1950 b 
it is never easy to do business, and eariy 1960s. 


there turn no *bad‘ countries in 
the region; business is possible ■ 
in all of them.” 

Stamens’ successes through- 
out Aria include major orders 
from China and India. In 
China, ft has won major tur- 
bine contracts for hydroelectric 
and thermal power schemes, 
tnchuling the giant Gexhouba 
Dam. scheme on the upper 
Yangtze River. In India, it has 


At that time, Japan relied 
heavily on imports of US 
power generating equipment 
from Westlnghouse and Gen- 
eral Electric, still the indus- 
try’s two leaders. 

Now they are able to supply 
; their own utilities through 
such companies as Toshiba. 
. HMyrfri and Mitsubishi, imflnr 
; licensing agreements with the 
US ' majors, and have become 


competitors them- 


“Korea followed Japan's 
example in the 1970s by buying 
up western technology," Mr 
Bennbom says. However, he 
foresees same problems. Pakis- 
tan, with a population of 100m, 
so feu 1 has no counterpart to 
India’s BHEL. Foreign 
exchange dtfnnnitten are enor- 
mous throughout the region, 
and steps are needed to 
improve local capital invest- 
ment in national industries. 
Many Asian countries have 
high levels of internal savings 
that have only to be tapped to 
create the liquidity needed to 
boost tiie power sector. 

GE and Westlnghouse 
remain the primary equipment 
licensers, as a result of various 
joint ventures and licensing 
deals. Westingbouse is in part- 
nership with Japan’s Mitsubi- 
shi Heavy Industries. Accord- 
ing to a Westingbouse nfflpiwi 
the company has moved into 
service-related activities, par- 
ticularly in South Korea, 
Taiwan, China, Japan, Singa- 
pore and 1M(«. 

GE sees Asia as representing 
about one-third of total world 
opportunity for capacity addi- 
tions In tiie 1990s. The com- 
pany has booked $lbn in 
orders for each of the last two 
years in Asia. Not surprisingly, 
most of these wfil be m Japan, 
Korea and Taiwan. In the mid- 
1980s, GE built the world's 
larges t and c leanes t combined 
eyrie power pant for Tokyo 
Electric Power. The 2.000MW 
riant is powered by LNG. 

The author is Edita- of Power 
in Asia, a Financial Times 
energy newsletter. 
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F. John L, Blndon on nuclear power in Europe 

Market without barriers 


THE European Single Market 
will have a significant effect 
upon the future of nuclear 
power. 

Up to now, differences in tin 
way energy is produced and 
ixtihsed have been subject to 
national sensitivities between 
member states over questions 
of regulation, statut or y obBga- 
tians, traditions, policies and 
taxation laws. Lice nsing 
a r rangements are very much 
left to mrtfo pal gnyp rmTigT>t« 
These differences have tended 
to create barriers to progress. 

- The single market wifi be an 
energy market without such 
barriers, one in which nuclear 
energy has the opportunity to 
exp an d in a way which win 
offer s more prosperous future 
for the European Community. 
At the feme time, increased 
nnriear generation will greafly 
assist in combating Hm green- 
house effect 

EC members need to reduce 
their dependence on energy 

imports. tha of] nrkebt of 

the 1970s, the «MWn«mHy . fcaa 
made substantial progress in 
this direction. 

Nuclear energy, despite 
Three mfo Trisnd and Cherno- 
byl, has made a substantial 
cofernnztion. In 1970, endear 
energy accou n ted far 2 per cent 
of energy production in 
Europe; by 1987, that hart 
increased to 24 percent Today, 
more than 35 per cent of all 
electricity generated within 
the EC comes from nuclear 
power, making it the biggest 
single source of energy for 
-efecmcfty-tyndiK The tar- 
get for 1995 isfortD per cant of 
electricity to be produced by 

Ufl ripar wwmtml 

. Despite arguments to the 
contrary, generation cost 
studies undertaken show that 
electricity can be produced 
more cheaply from unefear fuel 
than from fossil fuels. The sav- 
ing Is even greater If the cost 

Of. j y n v f rn mnaninl damag e due 


is taken into account 
. Nuclear power presents a 
moro complex series of operat- 
ing, costs.fhan other , types of 
power generation, tiie 


proportion relating to the capi- 
tal cost of b u fldtng. The need 
for improving safety standards 
is ever present One of the 
objectives of the Internal mar- 
ket must be to reduce such 
costs and increase the eco- 
nomic competitiveness of 
nnriear power. The futur e of 
nuclear power will always 
depend upon its safety record 
and any cost cutting has to be 
achieved within a health and 
safety framework. 

Of the European countries 
with a nuclear component, 
only France is expanding its 
nuclear generation to any 
great degree. With a nnriear 
capacity of more than 

The target for 1995 Is 
for 40% of EC power 
to be produced by 
: nuclear plants 

SX.000MW, and another 
21UMQMW under construction, 
the French see nnriear power 
as the key to tfa**^* «**w gy inuta . 
pendent* and economy. 

Germany's nuclear compo- 
nent stands at nearly 40 per 
cent, with two stations await* 
ing ram nd* atnr| hig ’ Tiie ques- 
tion yet to be answered is just 
how the new Germany will 
administer the nnriear sta- 
tions formerly owned by East 
Germany, where six reactors 
have a capacity of iyLOZMW. 

An important point is the 
ctiadittan of the old coal-fired 
stations emftting a very 
>1 of gaseous pollut- 
ants. These stations in eastern 

Europe will have to be phased 

out within the next decade. 
Nuclear power, therefore, has 
an opp o rt un ity to be part a f 
the replacement programme. 

Czechoslovakia. Hungary 
and Bulgaria have large 
nuclear programmes - Hun- 
gary produces nearly SO per 
cent of its electricity by such 
mneana The governments of 
these countries are seeking to 
increase this percentage and 
this will bring opportunities 
for enterprising companies 
with the necessary expertise. 


Belgium, the Netherlands 
and Spain have a high percent- 
age of uni jim r plant bat their 
future development is in doubt. 
Italy and the other member 
states are unlikely to avoid 
some nuclear development if 
their future prosperity is to be 
advanced. 

Britain, with 23 per cent 
nucle ar generation, has one 
PWR station under construc- 
tion. However, the outlook is 
bleak for the nnriear industry 
fa the UK Tire government has 
set a moratorium on any 
fixture expansion until after a 
review is undertaken in 1994. 
No one knows how that review 
will be conducted or if, indeed, 
It will ever be carried out 

Even those hwiimtiIhb pres- 
ently engaged on Sizewefi B 
cannot with any degree of cer- 
tainty plan for their fixture. 

The nnriear manufacturing 
industry on the European 
mainland is In a more advanta- 
geous position than that of the 
UK. Companies in France and 
Germany such as Siemens, 
Asea Brown-Boveri and Frama- 
tome have a wealth of experi- 
ence in the building of PWEs. 

The overriding conclusion is 
that Britain’s nuclear industry 
must get its act together to 
face the European onslaught 
noy t year. 

The challenges for the fixture 
of nnriear power in the Com- 
munity are many. Public 
acceptability, as ever, needs to 
be won by the industry and 
this can only be achieved 

through high performance and 

excellent safety standards, 
financial control and patience. 
It must demonstrate in a more 
positive way that nuclear 
power is an environmentally 
advantageous energy source 
and is safe. The control of 
radioactive waste must be 
made acceptable to the pubHc. 

Competition between differ- 
ing forms of electricity supply 
will increase over the coming 
years and in this nuclear 
power must remain at the fore- 

**- M. 

zrouL 

The author is a UK energy 
consultant 


Leslie Colitt on prospects in eastern Europe 

Bridgeheads in place 


EXPECTATIONS of dynamic 
markets In east Germany, 
eastern Europe and the Soviet 
Union have driven western 
producers to negotiate a series 
of joint ventures and take- 
overs in the region. 

The major western power 
engineering companies have 
established bridgeheads of 
varying rise in east Germany, 
Poland, Hungary and the 
Soviet Union, and axe negotia- 
ting for a presence in Czecho- 
slovakia. 

Annual sales of electric 
power equipment In eastern 
Europe are expected to total 
more than £L4bn by the end of 
this year, and conld double if 
foreign exchange barriers can 
be broken down, according to 
a study by Frost & Sullivan. It 
forecasts that Czechoslovakia 
will record the sharpest 
growth, with sales of el ec tric 
power generation and trans- 
mission equipment reaching 
$87m this year and tUIn fry 
1995. Sales In Bulgaria and 
tiimanh this year are expec- 
ted to reach |40m and 899m 
respectively, and to increase to 
$860m and 8450m in 1995, says 
tiie report In Poland, the larg- 
est market, sales this year are 
expected to reach fL7bn and 
to rise to fSLlhn in five years. 

New thermal power stations 
are to be built in east Ger- 
many and existing, hlghly- 
noadons lignite-fuelled power 
stations provided with anti- 
poflution equipment 

Alone among east European 
countries, Czechoslovakia 
wants to expand and modern- 
ise its nnriear energy capacity 
with western assistance and 

ngfng aar p In g K from electric i ty 

exports to the west 

A planned high voltage 

trans-European electricity grid 
would Increase the capacity 
utilisation of power stations 
and reduce pollution. The 
link-up Is expected to begin 
across the Polish-east German 
border and Is to encompass 
Poland, Czechoslovakia and 
Hungary. It will enable the 
eastern countries to sell elec- 
tricity to western Europe and 
us e the earnings to finance 
BRviiwBiu | rii ifaii and infrastruc- 
ture Investments. 

In east Germany, Asea 
Brown Boveri (ABB), Bonne's 
largest power engineering 
company, and Stamens have 
divided the market between 
them. The main hire is the 
estimated DM40bn which Ger- 
man electricity suppliers are 
expected to spend on power 
generating plants in east Ger- 
many by 1995. 

ABB, through its German 

Subsidiary in Mmnnhotm, haw 
bought three east German 
heavy electrical companies In 
the past six month* from the 
fteuMnd, the east German 
privatisation agency. Berg- 
nmmt-Barsig, the largest pro- 
ducer of turbines and other 
power station installations, is 
fe latest ABB aegrrisitton In 
east Germany. It will play an 
important role In building txtr- 
hhwa and other e qui pment for 
a thermal power station at 
Bostock on the Baltic coast, 
for which ABB won a letter of 
intent 

ABB plan" to invest DM45m 
In Betgmann-Boralg over the 
next three years, most of it in 
modernising and r e st r u c turin g 
production. 

Earlier this year ABB Ger- 
many took control of Antomn- 
tMenmgsanlagen Cottbus, a 


range of production. ABB 
expects new orders in east 
Germany to total DM2bn this 
year and says it has detected 
the first signs of consolidation 
in the market. 

Its main rival, Siemens, is 
investing DM50m in Gfiditzer 
MascMneubau, a producer of 
industrial and heating plant 
turbines, which it took over 
last April from the Trauhand. 
Siemens also bonrixt a pro- 
ducer of automation equip- 
ment for nuclear and the rmal 

Annual sales of 
electric power 
equipment could total 
more than $4.4bn 

power stations at Tritow, out- 
side Berlin, In which it plans 
to invest up to DM50m . The 
west German company's KWU 
subsidiary was recently 
awarded a contract to equip 
the 3JW0MW Janschwalde lig- 
nite power plant, east Ger- 
many’s largest, with anti-pol- 
lution scrubbers. 

In neighbouring Poland, 
ABB formed a joint venture 
with Zamech, the ma jor heavy 
electricals producer in ElMag, 
in which ABB holds a majority 
share. 

Together with Its joint ven- 
ture with the Dolmel company, 
ABB employs more than 7,500 
people in Poland. 

Last October, Poland’s elec- 
tricity suppliers selected a con- 
sortium of Westlnghouse, Gen- 
eral Electric (GE) and three 
Polish companies to conduct a 
83m study on the potential for 
modernising Poland’s coal- 
fired power stations. 


In Hungary, which leads 
eastern Europe in joint ven- 
tures with western companies, 
ABB and Lang Gyepgyar of 
Budapest, a Ipudlwp tTnn garlwM 
mann/aetnrer of small and 
medium-sized turbines, formed 
a joint venture last year in 
which ABB owns 75 per cent 
The new company, ABB Lang, 
has 650 employees. 

Siemens, ABB and other 
western companies are in 
advanced negotiations with 
the USSR on a joint venture to 
produce gas turbines in the 
Soviet Union. 

GE is pursuing “with the 
utmost vigour” a relationship 
with Leningrad Metal Works, 
says Mr David Genever- Wai- 
ling, head of its power gener- 
ating equipment business. 

“We believe a significant 
opportunity exists for manu- 
facture of combustion turbines 
for application on the Russian 
system," he says. 

ABB's German subsidiary Is 
also setting up a joint venture 
in the Soviet Union in power 
plant control systems. 

The new company, tax which 
ABB wffl have a 51 per cent 
stake, will install and 

service control systems for the 
automation and monitoring at 
Soviet power stations. 

Talks between western pro- 
ducers and Czechoslovakia’s 
Skoda engineering company tax 
Plzen have dragged on since 
last year without tangible 
results. 

Skoda Plzen (no relation to 
the Skoda car company) is 
Siemens, 
GE and 
on a partner- 
its thermal and 


negotiatlm 
ABB. Wes 
Ansaldo of 
ship with 


with 


nuclear power divisions. 


turer of power plant control 
technology and process auto- 
mation equipment, in which ft 
will invest DM40xn. Last 
December, ABB bought Enter* 
riefaau Dresden from the Treu- 
hand which produces high- 
voltage overhead lines, switch- 
gear and catenaries. ABB 


in the Dresden company by 
1994 and will expand the 


18-21 JUNE 
THE 1991 SUMMIT 
FOR LEADERS 
IN WORLD POWER 

Power Supply Europe 

The International Market Place for the 
Generation, Transmission and Distribution 
of Electricity. 

L^cders or tno world's power industry wifi be meeting at 
the Ncricrcl Exhibition Centre, Birminphcm, UK on 
1S-21 June 199U 

The occasion U the largest power industry sxr.ibirior. in 
Europe in 9; , It wii. feature hundreds o c exhibitors cnc 
or inrernarionai conference of mcior importance. 
Privatisation of ^he UK power industry end the creation 
of a Single European Mcrko* •.■. ill merk Power Supply 
Europe cs o v.-c-ersned in the European Power Industry. 

You wili see the latest in design, manufacture and 
construction Technology end ai! that Is best in operation, 
maintenance, transmission and distribution. There will 
be specie I Teaturcs on Power Use end Efficiency and 
PenowobU Energy • in font there will be something for 
ev e py q n e t n v o i vo d in the power business. 

Mcke.c date new ■ ’ 8-21 June 'Com - 6pm !5prn Friday) 
- Nurionai Exhibition Centre - Bi min civ am - UK 
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FrtirU Jt R.vitr. MLnuging Dinrfor of UNA. extends it# beauty of art 
to an iwin>u»h>ii of high technology. 
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Frans de Ruiter’s turbine 


Frans de Ruiter is the Managing Director of UNA, the Dutch electrical 
power utility supplying the Noord Holland - Utrecht - Amsterdam area. 


of art 


ABB Asea Brown Boveri Ltd 

Reader Services Center 
RO. Box 822 

CH-8021 Zurich, Switzerland 


He has a tough assignment UNA serves one of the most densely populated regions of the most densely 
populated country in the world. To help it do so, UNA has completed the installation of the two largest, 
most efficient gas turbines operational in the world today. Each generates 140 megawatts of electricity at 
efficiency levels well in excess of any comparable facility. 

“We have made full use of ARB’s most advanced technology to meet demanding targets,” says 
Mr. de Ruiter. “At the same time, we have been able to satisfy Holland’s strict environmental controls” 

Not only are UNA’s plants exceptionally “dean” - UNA has just won a prestigious international 
award for its environmental achievements - but the company's efforts to landscape the surroundings of its 
power plants have also won praise with local communities. At the Utrecht power station, Mr. de Ruiter’s 
environmental efforts have gone one step further: He has turned the interior of the plant into a giant 
gallery, and one of his new turbines itself into a work of art “Why not?” he asks. “Our employees deserve 
a stimulating work environment And we are proud of having the world’s most modern * 

A hundred years of expertise in 

• Power Generation , Transmission and Distribution 

• Industrial Automation • Transportation 

• Environmental Systems 

makes ABB the world leader in electrical engineering. ASEA BROWN BOVSR! 
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